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OREGON  AND  THE  INFORMATION 
SUPERHIGHWAY 


Thursday,  January  13,  1994 

House  of  Representatives, 
Subcommittee  on  Regulation,  Business 

Opportunities,  and  Technology, 

Committee  on  Small  Business, 

Washington,  DC. 

The  subcommittee  met,  pursuant  to  notice,  at  9:35  a.m.,  at  Port- 
land City  Council  Chambers,  Portland,  OR,  the  Honorable  Ron 
Wyden,  Chairman  of  the  subcommittee,  presiding. 

Chairman  Wyden.  We  will  come  to  order  for  this  morning's  hear- 
ing. Today,  the  Subcommittee  on  Regulation,  Business  Opportuni- 
ties and  Technology  will  examine  Federal  legislative  proposals  to 
shape  the  developing  information  super  highway  and  discuss  the 
likely  effect  of  these  proposals  in  Oregon. 

Over  the  next  month,  the  Congress  and  the  Clinton  administra- 
tion are  going  to  be  working  on  two  specific  pieces  of  legislation, 
known  as  the  Markey-Fields  bill  and  the  Dingell-Brooks  bill.  These 
two  bills  will  substantially  restructure  the  telecommunications  in- 
dustry and  set  the  rules  of  competition  among  phone  companies, 
cable  firms,  information  providers,  entertainment  companies,  and 
computer  companies. 

Our  country,  in  effect,  is  going  to  hold  a  national  teach-in  on  bits 
and  bytes,  on-ramps  and  off-ramps,  cross-subsidies  and  universal 
service  subsidies,  and  the  extraordinary  possibilities  of  new  com- 
munications services. 

Today,  we  Oregonians  are  going  to  take  this  debate  out  of  infor- 
mation never-never  land  and  into  the  real  world.  Oregonians,  who 
have  been  pioneers  in  developing  creative  ways  to  use  advanced 
technology,  will  help  lay  out  how  the  information  super  highway 
can  spark  Oregon's  economic  growth,  revolutionize  the  delivery  of 
health  and  education  services,  and  spur  rural  development. 

The  bottom  line  is  simple.  Properly  constructed,  the  information 
highway  will  empower  Oregonians  and  enhance  their  independ- 
ence. 

One  of  my  colleagues  in  the  Congress  has  said,  and  I  quote,  "Ev- 
eryone supports  an  information  super  highway,  but  nobody  knows 
what  one  is."  The  fact  is  that  the  information  super  highway  is  a 
high-technology  conveyor  belt  that  could  operate  like  Interstate  5 
that  we  know  cuts  through  much  of  our  State. 

The  challenge  today  is  to  get  beyond  the  technical  complicated 
communications  jargon  and  describe  what  this  highway  can  do  for 
Oregonians.  In  beginning  this  task,  it  helps  to  set  out  what  makes 
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our  State  special.  Oregonians  are  fiercely  independent  and  individ- 
ualistic. We  want  choice  in  our  lives,  opportunity  and  personal 
empowerment.  The  information  super  highway  can  help  Oregoni- 
ans overcome  barriers  that  currently  restrict  our  lifestyle  choices 
and  limit  our  economic  opportunities. 

It  will  mean  that  Oregonians  no  longer  have  to  live  in  a  certain 
place,  work  for  a  certain  company,  or  go  to  a  certain  school  to  have 
access  to  the  most  advanced  technology  and  information  available. 
Telemedicine,  distance  learning,  business  information  networks 
and  telecommuting  are  just  some  of  the  services  that  can  liberate 
Oregonians  for  more  control  over  their  lives. 

Second,  the  vast  majority  of  our  businesses  are  small.  While 
small  businesses  have  some  real  advantages,  they  also  face  special 
challenges;  access  to  capital  and  credit,  the  capacity  to  fund  re- 
search and  development,  and  access  to  information  about  new  mar- 
kets, especially  the  lucrative  foreign  markets  that  are  so  important 
for  our  State. 

Advanced  telecommunications  systems  can  help  small  businesses 
design  flexible  manufacturing  systems  that  enable  them  to  pool 
their  resources  to  conquer  large  problems.  They  can  help  companies 
share  crucial  information  about  potential  sources  of  financing  and 
enable  them  to  communicate  with  customers  around  the  world 
without  the  need  of  a  large  globe-trotting  sales  force. 

Third,  our  citizens  don't  want  a  State  with  two  economies,  the 
Portland  metropolitan  area  and  the  rest  of  the  State,  that  are  vast- 
ly different  in  nature  and  have  different  expectations  for  future 
economic  growth. 

Information  super  highway  can  be  the  backbone  of  an  economic 
development  strategy  that  can  knit  Oregon's  economy  together.  In 
today's  economic  system,  companies  that  want  to  succeed  and  cre- 
ate good  jobs  have  to  create  value,  and  creating  value  today  often 
means  manipulating  information  to  provide  better  service  to  cus- 
tomers. Laying  an  advanced  telecommunications  network  through 
the  State  will  help  put  towns  like  Redmond,  La  Grand,  or  Coos  Bay 
on  equal  footing  with  Portland  in  attracting  new  businesses  and 
skilled  workers  and  enable  rural  leaders  to  diversify  their  local 
economies,  ensure  more  stable  long-run  economic  growth. 

This  grand  vision  for  Oregon,  of  course,  won't  be  realized  if  Gov- 
ernment policies  turn  the  information  super  highway  into  a  pothole 
dirt  road  or  a  gold-plated  yellow  brick  road  to  Oz.  Vice  President 
Gore  has  outlined  five  principals  around  which  sensible  govern- 
mental policies  ought  to  be  built. 

The  first  is  to  encourage  private  investment;  second,  to  provide 
and  protect  competition;  third,  to  provide  open  access  to  the  net- 
work; fourth,  to  create  information  services  so  as  to  not  have  haves 
and  have  nots  in  the  telecommunications  field;  and,  fifth,  to  encour- 
age flexible  and  responsive  governmental  policies. 

These  principals  now  have  broad  support,  but  as  always  is  the 
case  with  regulatory  issues,  the  devil  is  in  the  details.  Today,  the 
Chair  would  also  like  to  hear  the  views  of  Oregonians  about  how 
to  resolve  some  of  these  conflicts  and  tradeoffs  that  will  arise  as 
the  Congress  moves  to  flesh  out  the  principals  laid  out  by  the  Vice 
President. 


For  example,  it  is  important  to  decide  whether  universal  service 
should  be  expanded  to  include  advanced  communications  services 
and,  if  so,  who  should  pay  for  them?  Should  some  users  be  able  to 
opt  out  of  a  new  advanced  universal  service  package  and  maintain 
simple  basic  service  with  no  increase  in  rates  or  should  all  users 
be  required  to  pay  for  advanced  services? 

How  fast  should  companies  be  required  to  build  out  their  net- 
works to  provide  advanced  services  throughout  the  State?  Should 
there  be  a  mandate  on  companies  or  should  they  build  out  their 
networks  in  response  to  customer  demand?  Is  it  enough  for  compa- 
nies that  control  the  network  to  provide  physical  access  to  the  sys- 
tem for  companies  that  want  to  provide  new  information  services 
or  should  those  that  control  the  network  also  provide  equal  access 
to  marketing? 

The  answers  to  these  and  other  complicated  questions  could  say 
much  about  the  navigability  of  the  information  super  highway  and 
what  it  will  look  like.  Congress  needs  to  push  for  rapid  deployment 
of  technology,  but  still  preserve  choice  for  companies  and  consum- 
ers to  decide  what  services  and  what  technologies  are  best  for 
them. 

We  certainly  need  a  multilane  information  super  highway,  but 
we  cannot  afford  to  waste  billions  of  dollars  by  forcing  American 
companies  down  technological  blind  alleys  or  sending  consumers  off 
on  some  highway  to  the  stars.  Oregonians  have  already  begun  to 
grapple  with  many  of  these  questions. 

Last  year,  the  Oregon  legislature  enacted  groundbreaking  legis- 
lation that  can  legitimately  claim  to  be  a  precursor  to  the  bills  that 
Congress  will  consider  next  month.  The  job  at  the  Federal  level  is 
to  ensure  that  the  new  policies  and  communications  that  come  from 
Washington,  DC  help  Oregonians  build  on  the  progress  our  State 
has  already  made.  In  addition,  Oregon's  message  about  sensible 
telecommunications  policy  needs  to  be  heard  in  the  halls  of  the 
Congress,  and  the  challenge  there  is  to  make  sure  that  Oregon's 
message  gets  out  with  a  megaphone. 

I  look  forward  to  hearing  from  our  witnesses,  applying  their  wis- 
dom to  next  month's  debate  in  the  Congress.  I'm  especially  pleased 
that  we  can  open  today's  hearing  with  Joan  Smith,  who  has  done 
a  great  deal  of  excellent  work  in  trying  to  get  Oregon's  tele- 
communications policies  headed  in  the  right  direction. 

[Chairman  Wyden's  statement  may  be  found  in  the  appendix.] 

Ms.  Smith,  we  welcome  you.  It  is  the  practice  of  this  subcommit- 
tee to  swear  all  the  witnesses  who  come  before  us.  Do  you  have  any 
objection  to  being  sworn  as  a  witness? 

Ms.  Smith.  No  objection. 

Chairman  Wyden.  If  you  would,  rise  and  raise  your  right  hand. 

[Witness  sworn.] 

Chairman  Wyden.  We  welcome  you.  We  will  make  your  prepared 
statement  a  part  of  the  hearing  record  in  its  entirety.  We're  trying 
to  ask  our  witnesses  to  stick  to  about  5  minutes  or  so,  if  they  can, 
and  in  something  resembling  a  unique  call,  for  purposes  of  this 
hearing,  I  would  like  to  say  that  given  the  complexity,  the  jargon 
surrounding  telecommunications,  I'd  like  to  make  a  special  appeal 
to  all  our  witnesses  to  try  to  use  a  tongue  that  resembles  English. 


Since  these  proposals  have  come  out,  I've  already  been  faced  with 
many  questions  from  Oregonians  in  terms  of  trying  to  just  describe 
what  is  being  talked  about  in  language  that  is  understandable. 

We  welcome  you  and  thank  you  for  all  of  your  past  work. 

TESTIMONY  OF  JOAN  SMITH,  CHAIRMAN,  OREGON  PUBLIC 
UTILITIES  COMMISSION 

Ms.  Smith.  Thank  you.  I  need  to  make  two  disclaimers  before  I 
begin. 

Chairman  Wyden.  Ms.  Smith,  if  I  could,  because  the  micro- 
phones are  just  very  hard  for  everybody  to  pick  up  on,  if  you  and 
all  our  witnesses  that  follow  can  get  both  of  them  in  front  of  you, 
that  would  be  great.  Thank  you. 

Ms.  Smith.  I  need  to  make  two  disclaimers  before  I  begin.  The 
first  is  that  I  speak  for  myself  as  Chair  of  the  Oregon  Public  Utility 
Commission,  not  necessarily  for  my  colleagues.  The  second,  in 
avoiding  jargon,  I'm  afraid  I  have  fallen  victim  to  too  many  meta- 
phors about  the  highway,  which  I  did  bring  a  piece  of  this  morning. 

You  asked  two  questions  when  you  invited  me  to  testify.  The  first 
was  what  can  the  information  highway  mean  to  Oregonians  and 
the  second  is  what  provisions  of  this  legislation  and  other  legisla- 
tion might  provide  for  a  diverse,  competitive  communications  mar- 
ketplace, and  I  will  try  to  answer  those  two  questions. 

The  first  question  I  think  you  have  outlined  most  eloquently 
about  what  the  information  highway  can  mean  to  Oregonians,  to 
sum  it  up,  it  means  choices,  confusion,  opportunity  to  improve  the 
quality  of  our  lives  here  and  to  compete  in  many  marketplaces. 

The  provisions  in  the  legislation  at  best  achieve  the  promise  of 
an  information  super  highway  and  a  diverse  and  competitive  com- 
munications marketplace  are  many.  In  my  opinion,  both  bills  are 
absolutely  critical  to  the  transition  from  franchise  monopolies  and 
traditional  regulation  to  managing  a  more  competitive  market- 
place. 

As  you  know,  the  Dingell  bill  takes  away  most  of  what's  left  of 
the  modified  final  judgment  restrictions  that  were  imposed  on  the 
Bell  Companies  at  divestiture  from  AT&T,  and  I  believe  that  has 
served  us  well  and  that  it  is  now  time  to  relieve  the  Bell  Compa- 
nies, if  they  are  to  compete  as  well  as  the  other  competitors. 

The  Markey  bill  is  more  complex.  In  my  own  mind,  I  believe  that 
the  Congress  is  the  best  place  to  define  competition  in  a  general 
way  by  principals  and  to  set  out  how  competition  can  be  managed 
fairly.  Then  the  Vice  President's  principals  can  find  force  and 
meaning. 

But  we  must  never  lost  sight  of,  at  any  level,  that  the  highway 
is  a  high  stakes  game  and  that  all  the  competitors  will  be  very 
clever  at  finding  ways  to  compete,  even  if  we  can't  keep  up  with 
them. 

There  are  some  concerns  we  have  in  Oregon.  As  you  mentioned, 
Oregon  law  mandates  that  the  PUC  encourage  innovation  in  the 
communications  industry  by  providing  for  a  balanced  program  of 
competition  and  regulation.  You  mentioned  the  1993  legislation 
which  goes  a  long  way  to  allowing  local  exchange  competition;  that 
means  competition  right  here  in  our  own  phone  exchanges,  and  we 
can  do  that  now  if  it  serves  the  public  interest. 


We  have  also  unbundled,  taken  apart  the  pieces  of  the  network 
that  are  used  by  these  companies  to  bring  us  communications  and 
we  allow  the  competitors  to  interconnect  with  that  network  already 
owned  by  our  local  phone  companies  in  a  variety  of  ways. 

We  have  defined  the  off-ramps  and  the  on-ramps,  in  other  words, 
and  we  can  even  impose  a  toll,  if  you  will,  that  assures  universal 
service,  which  you  mentioned.  We  have  some  fears,  however,  about 
H.R.  3636  and  about  H.R.  2626.  We  fear  that  the  regulations  and 
the  rules  that  they  set  out  might  not  allow  State  experimentation, 
such  as  Oregon's.  You  mentioned  our  individualism. 

If  H.R.  3636  had  passed  2  years  ago,  it  is  likely  we  would  have 
been  prevented  from  being  creative  and  flexible.  We  do  know  that 
Oregon  is  slightly  ahead  of  the  curve  in  this  regard.  Competition 
is  simply  not  waiting  for  any  of  us.  If  you  look  at  the  paper  any 
day  of  the  week,  you  can  see  that.  We  need  to  be  able  to  adjust 
as  we  go  along. 

We  propose  that  H.R.  3636  recognize  and  restore  the  division  of 
labor  between  Federal  and  State  authority  and,  as  my  colleagues 
here  in  the  State  also  remind  me,  between  Federal,  State  and  local 
authority.  There  may  even  be  a  constitutional  issue  at  risk  here; 
that  is  the  tenth  amendment,  especially  as  described  in  New  York 
v.  United  States,  and  FERC  v.  Mississippi,  the  latter  case  being  af- 
firmation of  the  PURPA  description  put  out  by  Congress  that  al- 
lows the  States  then  to  find  ways  to  enact  PURPA. 

The  second  thing  that  we  really  care  about  and  are  concerned 
about  that  only  the  Federal  Government  can  look  at,  and  it  is  men- 
tioned in  the  Markey  bill,  is  that  it  is  critical  to  establish  standards 
for  the  network  and  all  the  functions.  The  network  must  be  seam- 
less and  transparent  to  the  users.  We,  the  customers,  must  not 
know  where  the  beginnings  and  the  ends  of  it  are,  and  that  means 
standardization. 

For  example,  lack  of  standardization  has  impeded  the  wide- 
spread use  that  already  is  possible  of  data  and  video  services,  like 
the  integrated  services  digital  network.  Without  it,  each  vendor  is 
left  to  its  own  devices.  In  other  words,  it's  like  to  trying  to  operate 
a  railroad  by  having  a  different  gauge  of  tracks  every  hundred 
miles. 

Finally  and  most  important  to  us  as  regulators,  we  continue  to 
be  concerned  about  our  POTS  customers,  our  plain  old  telephone 
service  customers,  both  rural  and  urban,  as  you  mentioned.  We 
worry  that  they  could  wind  up  as  road  kill  on  this  super  highway, 
as  Commissioner  Joe  Miller  of  Idaho  has  already  pointed  out. 

Communications  services  must  continue  to  be  universally  and  af- 
fordable available.  In  spite  of  the  enthusiasm  and  simplistic  tru- 
isms about  the  magnificent  highway,  we  must  deal  with  the  com- 
plexities of  public  policy  and  the  technical  issues  in  a  meaningful 
and  substantive  way. 

That  is  Government's  greatest  challenge  in  the  months  to  come. 
Thank  you. 

[Mr.  Smith's  statement  may  be  found  in  the  appendix.! 

Chairman  Wyden.  Ms.  Smith,  thank  you  for  an  excellent  state- 
ment and  very  much  appreciate  all  your  leadership.  I'd  probably 
ask  you  scores  of  questions,  but  in  the  interest  of  time,  let  me  just 
start  with  a  couple  of  them. 


One  of  the  things  that  has  been  central  to  me,  going  back  to  my 
days  as  co-director  of  the  Gray  Panthers,  is  that  a  lot  of  seniors, 
in  particular,  and  others  on  modest  incomes  follow  this  debate  and 
they  say,  in  effect,  they  want  basic  service.  They  want  plain  va- 
nilla. They  want  a  telephone  and  they  don't  want  to,  in  effect,  pay 
for  what  one  of  them  called,  in  the  days  when  I  started  in  on  this, 
a  bunch  of  whiz-bang  gadgets.  They  want  the  basics. 

Would  you  support — let  us  call  it  an  opt-out  system,  wherein  peo- 
ple who  just  want  the  basic  kind  of  service  could,  in  effect,  just  get 
that  and  not  have  to  pay  higher  prices  for  that  basic  phone  service 
to  reflect  some  of  the  costs  of  building  the  advanced  systems? 

Ms.  Smith.  Yes. 

Chairman  Wyden.  I'm  going  to  be  proposing  that.  I  wanted  to 
get  that  on  record  and  it  is  encouraging  to  have  your  views  on  that, 
because  I  think  back  to  many  years — and  my  good  friend,  Lois 
Davis,  is  here,  our  chief  of  staff  many  years  ago,  she  wrote  the  first 
bill  to,  in  effect,  let  phone  companies  get  into  new  fields  and  that 
was  one  of  the  things  we  were  concerned  about  then,  that,  in  effect, 
you  not  have  this  problem  of  cross-subsidies,  which  is  very  com- 
plicated, where  people  want  basic  service,  subsidize  the  new  serv- 
ices, and  the  people  who  want  the  basics  be  able  to  opt  out. 

I  am  going  to  be  pursuing  that  and  we  will  want  to  work  with 
you  closely  on  the  details. 

Ms.  Smith.  We  would  suggest  that  the  local  and  State  jurisdic- 
tions might  have  resources  that  can  see  to  this  more  directly  and 
in  a  more  timely  way  than  the  FCC  can  at  this  point.  So  we  hope 
we  will  be  a  part  of  that  solution. 

Chairman  Wyden.  Do  you  think  there  ought  to  be  a  consistent 
national  definition  of  universal  service  or  should  there,  in  effect,  be 
a  kind  of  national  floor  and  then  an  effort  that  would  allow  the 
States  to  go  beyond? 

Ms.  Smith.  There  is  quite  a  bit  of  controversy  these  days  about 
that  definition  and  many  groups  are  reviewing  what  it  might 
mean,  including  the  MTIA.  My  own  opinion  is  there  should  be  a 
floor,  dial  tone,  touch  tone,  and  then  let  there  be  different  versions 
as  we  go  up  the  technical  ladder  of  universal  service. 

But  not  everybody  needs  to  pay  for  every  step  of  the  ladder. 

Chairman  Wyden.  Wouldn't  it  make  sense  to  have  a  national 
floor  and  let  States  go  beyond,  especially  if  you  couple  that  with  an 
opt-out  provision? 

Ms.  Smith.  It  would  be  nice,  yes. 

Chairman  Wyden.  The  other  question  that's  important  from  our 
standpoint  with  respect  to  you  is  how  would  you  divide  up  the  divi- 
sions of  labor  between  the  Federal  Government  and  the  State  gov- 
ernment? I  think  you  make  a  very  good  point,  one  that  I  feel  very 
strongly  about,  that  if  you  look  at  government,  the  States  have 
been  the  laboratories  of  entrepreneurial  thinking  and  creativity 
and  it  would  be  a  great  mistake  to  just  kind  of  sweep  the  States 
out  of  it  and  say  fine,  we'll  run  everything  from  Washington,  DC 

In  fact,  we've  sort  of  got  the  same  thing  with  telecommunications 
that  we  have  with  the  Oregon  health  plan.  We've  been  the  pio- 
neers. We've  been  out  there.  We've  been  first.  The  Federal  Govern- 
ment kind  of  dawdled  around  a  little  bit  and  in  both  health  and 
telecommunications,  Oregon  went  first. 


So  I  see  the  Federal  Government  building  on  your  work  rather 
than  tearing  yours  up  and  substituting  something  else.  But  one  of 
the  things  we  will  be  doing  in  our  committee  in  probably  3  or  4 
weeks  is  wrestling  with  this  kind  of  here's  what  the  States  ought 
to  do,  here's  what  the  Federal  Government  ought  to  do. 

If  you  could,  why  don't  you  just  try  to  give  us  your  sense  of  what 
would  be  an  appropriate  division  of  labor. 

Ms.  Smith.  Thank  you.  What  an  opportunity.  To  be  frank,  espe- 
cially from  the  Federal  level  and  the  competitors  level,  many  of 
them  see  the  States  as  the  greatest  blockages  to  going  forward  on 
the  highway.  In  some  cases,  they  are  not  wrong. 

It  is  our  hope,  considering  the  tenth  amendment,  however,  that 
the  Federal  Government,  the  Congress,  which  is  the  only  place  this 
can  happen,  will  put  forth  principals,  a  model,  and  incentives,  as 
it  did  in  PURPA  legislation,  and  ask  the  States  to  consider  that  as 
a  floor. 

We  have  composed  a  great  stack  of  amendments  to  this  effect 
among  us  in  the  regulatory  community,  which  I  would  be  glad  to 
give  to  your  staff  after  the  hearing.  But  if  the  Congress  can  set 
forth  a  model  that  no  less  than  this  model  could  occur  and  allow 
the  States  to  go  forward  from  that  model,  especially  preserving  the 
common  carrier  aspect  of  basic  telephone  or  communications  serv- 
ice, we  find  that  we  think  we  can  build  together  the  services,  the 
communications  that  everybody  is  now  dreaming  about. 

Chairman  Wyden.  With  respect  to  a  couple  of  issues,  say  stand- 
ards, what  should  the  Federal  Government  do  and  what  should  the 
State  government  do  on  standards? 

Ms.  Smith.  I  believe  that  setting  standards  belongs  to  the  Fed- 
eral Government. 

Chairman  Wyden.  How  about  universal  service? 

Ms.  Smith.  I  think  that's  a  debate  we're  going  to  be  having  over 
the  next  10  years.  It's  never  been  really  defined,  except  in  one  por- 
tion of  the  Communications  Act  of  1934.  I  believe  until  we  can 
agree,  perhaps  through  legislation,  on  another  definition,  that  one 
serves  us  well  and  it  is  affordable  and  universally  available  com- 
munications service  that  is  of  high  quality,  to  paraphrase  the  Com- 
munications Act  of  1934. 

It  stood  us  in  good  stead  for  60  years  and  I  think  we  can  use  that 
till  we  agree  on  an  amendment,  if  you  will. 

Chairman  Wyden.  We've  waited  around  for  a  while.  We  can  be 
creative  about  building  from  here.  It's  a  good  point.  What  about  the 
issue  of  subsidies?  The  question  of  where  you  would  find  subsidy 
dollars,  particularly  for  those  modest  income  who  there's  been  a 
judgment  ought  to  have  access  to  some  additional  services  and 
don't  have  the  revenue  to  pay  for  it.  Where  would  you  see  those 
subsidy  dollars  raised? 

I  gather  from  your  testimony  as  part  of  the  State  initiative,  you 
all  have  the  power,  I  gather,  to  impose  some  charges,  surcharges 
in  order  to  generate  revenue.  I  would  be  curious  what  your 
thoughts  are  about  subsidy  dollars,  so  that  we  don't  ignore  the 
have  nots  in  looking  at  the  new  system. 

Ms.  Smith.  There  are  two  levels  of  subsidy  that  exist  in  our  com- 
munications system.  The  first  kind  of  subsidy  is  the  social  welfare 
subsidy.  By  and  large,  each  State  has  decided  how  it  wants  to  do 


8 

that.  Some  have  lifeline  rates.  We  in  Oregon  have  a  special  fund 
that  is  contributed  to  by  each  customer  of  the  communications 
service  which  they  use.  Each  telephone  company  collects  it  and 
PUC  gives  it  out. 

That,  I  think,  can  continue.  It  is  probably  most  efficiently  done 
at  the  State  level.  There  is  another  kind  of  subsidy  would  we  call 
many  different  things,  which  we  waltz  around,  and  which,  in  my 
mind,  should  not  go  away.  That's  the  kind  of  subsidy  that  allows 
service  in  hard  to  serve  rural  areas,  in  areas  where  there  is  a  very 
low  margin  for  the  local  phone  company,  so  that  each  person  gets 
an  equal  quality  of  service  no  matter  where  they  live,  the  top  of 
a  mountain,  out  on  a  farm,  or  in  a  central  city  which  may  not  be 
as  safe  to  service  as  others. 

I  believe  that  subsidy  should  continue.  If  it  doesn't,  we  will  not 
have  affordable  and  universal  service.  There  are  many  ways  of  col- 
lecting that;  as  I  mentioned  in  my  testimony,  the  toll.  There  are 
universal  service  pools  at  the  Federal  and  State  level  and  those 
should  continue.  Anybody  who  wishes  to  compete,  who  wishes  to 
serve,  in  addition  to  our  most  familiar  phone  companies,  should 
contribute  to  that  pool. 

It  is  not  hard  to  manage.  It  is  contentious  and  people  get  pretty 
cranky  about  it,  but  it  can  be  done  and  I  believe  those  subsidies 
should  continue. 

Chairman  Wyden.  Would  you  compel  each  provider  to  contribute 
to  universal  service? 

Ms.  Smith.  Yes. 

Chairman  Wyden.  How  do  you  do  that  without  raising  rates  in 
a  significant  kind  of  way? 

Ms.  Smith.  Well,  without  getting  into  the  arcane  business  of  how 
rates  are  set,  let  me  just  look  back  at  the  way  it's  done  now.  That 
is  all  the  user  companies  do  contribute  at  a  certain  level  to  a  pool. 
Now  we  might  have  other  contributors  in  addition. 

So,  in  fact,  rates  might  be  less  because  there  are  more  contribu- 
tors. It's  hard  to  say.  It  will  be  a  very  interesting  project  to  design 
this  contribution.  We  in  Oregon  now  allow  it  when  it  is  in  the  pub- 
lic interest,  although  it  has  not  been  imposed  on  any  competitors 
to  date,  but  we  are  prepared  to  go  forward. 

Chairman  Wyden.  So  what  you'd  say  is  having  more  contributors 
helps  hold  the  cost  down. 

Mr.  Smith.  It  may  well. 

Chairman  Wyden.  If,  for  example,  the  standard  was  set  reason- 
ably, it  wouldn't  be  an  excessively  high  set  of  benefits,  you  could 
ensure  that  people  would  get  access  to  some  of  the  breakthrough 
developments  and  then  with  a  lot  of  competitors  chipping  m 
money,  you  could  keep  the  rates  down  for  everybody. 

Ms.  Smith.  That  is  why  defining  universal  service  is  also  a  high 
stakes  game. 

Chairman  Wyden.  I  suspect  universal  service  is  going  to  finally 
end  up  kind  of  like  Dustin  Hoffman  in  the  movie  Tootsie.  You  may 
remember  the  old  movie  where  he's  trying  to  get  to  this  party  He  s 
dressed  up  as  a  woman.  The  part  calls  for  somebody  tall  and  the 
agent  who  is  drafting  the  people  looks  over  at  Dustin  Hoffman,  who 
is  like  5  feet  2  inches,  and  Dustin  Hoffman  says  "Well,  I  can  be 


tall."  The  agent  looks  at  him  and  says  "Right."  Then  he  smiled  and 
says,  "Well,  I  can  be  short,  too." 

I  suspect  that's  going  to  be  universal  service.  It's  going  to  be  tall 
to  one  person.  It's  going  to  be  short  to  another  and  somehow  we're 
going  to  have  to  come  up  with  something  that  really  reflects  reality 
and  people's  real  height. 

You've  been  great.  Thank  you. 

Ms.  Smith.  Thank  you. 

Chairman  Wyden.  I  want  to  let  you  know  we're  going  to  work 
very  closely  with  you  in  the  days  ahead.  You've  really  been  a  pio- 
neer and  I  want  to  see  your  ideas  play  a  big  role  in  Federal  policy. 

Ms.  Smith.  Thank  you. 

Chairman  Wyden.  Thank  you. 

Ms.  Smith.  We  will  forward  to  you  our  amendment. 

Chairman  Wyden.  Let's  move  now  to  James  Williams,  Bio- 
medical Information  Communications  Center;  Cathy  Loftus,  the 
Oregon  Center  for  Advanced  Technology;  Ken  Maddox,  Software 
Association;  Peter  Mackie,  Seaquest  Software;  and  Bruce  Boggs, 
Rural  Development  Initiatives. 

We  welcome  all  of  you.  It  is  the  practice  of  the  subcommittee  to 
swear  all  the  witnesses.  Does  anybody  have  any  objection  to  being 
sworn  as  a  witness? 

[No  response.] 

Chairman  Wyden.  Please  rise  and  raise  your  right  hand. 

[Witnesses  sworn.] 

Chairman  Wyden.  We  will  make  your  prepared  remarks  a  part 
of  the  hearing  and  if  you  could  take  5  minutes  or  so  and  just  sum- 
marize your  major  concerns,  that  would  be  great  and  save  us  lots 
of  time.  Why  don't  we  begin  with  you,  Mr.  Williams?  I'm  trying  to 
think  which  of  these  microphones  are  going  to  be  the  essentials. 
We've  got  two  over  here,  three  sets  of  two.  Great.  If  you'll  use  those 
two,  Mr.  Williams,  you  start  it  off. 

TESTIMONY  OF  JAMES  WILLIAMS,  BIOMEDICAL  INFORMATION 
COMMUNICATIONS  CENTER 

Mr.  Williams.  I  want  to  thank  you  very  much  for  the  invitation. 

Chairman  Wyden.  Pull  them  closer,  both  of  them.  Great. 

Mr.  Williams.  We  appreciate  the  time  to  come  and  visit  and  give 
you  some  of  our  concerns.  Oregon  Health  Sciences  University  sees 
itself  as  one  of  the  off-ramps  on  the  information  highway,  no  mat- 
ter what  it  turns  out  to  be. 

We  have  had  approximately  5  years  of  development  of  the  Bio- 
medical Information  Communications  Center,  the  BICC,  we  call  it, 
in  which  we've  put  together  all  of  our  information  people  and  re- 
searchers and  educators  to  try  to  look  at  what  information  commu- 
nications systems  will  mean  in  the  delivery  of  health  care  and  the 
training  of  professionals. 

We  think  this  is  a  great  time  to  begin  discussing  the  issues  of 
transmission  and  reception  of  information,  as  health  care  is  infor- 
mation, and  how  we  get  to  our  patients,  how  we  keep  people  well 
is  by  their  judicious  use  of  information. 

We're  very  concerned  with  the  rural  communities  and  the  serv- 
ices that  they  have,  and,  therefore,  in  any  legislation,  we'd  like  to 
have  a  fair  amount  of  discussion  as  to  how  to  protect  the  interests 
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of  the  small  communities,  which  find  it  difficult  even  today  to 
maintain  the  good  health  care  infrastructure. 

We  see  that  there  may  be  opportunities  for  better  medical  edu- 
cation to  the  rural  communities  through  telecommunications  and 
we  want  to  continue  to  push  the  information  highway  in  that  direc- 
tion. 

We  expect  there  will  be  societal  cost  reductions  in  the  use  of  the 
systems,  if  properly  implemented;  reduction  of  travel,  for  example, 
to  get  health  care  and  reduction  of  problems  caused  by  poor  health. 
The  dark  side  of  this  whole  situation  is  that  it's  right  now  pretty 
much  a  Tower  of  Babel.  There  are  so  many  different  kinds  of  sys- 
tems, so  many  different  kinds  of  providers,  and  we  are  not  even 
sure  how  to  see  the  pattern. 

One  of  the  things  that  I  think  Oregon  Health  Sciences  University 
is  very  dedicated  to  is  to  encourage  research.  If  a  system  is  to  be 
built,  then  it  has  to  do  what  it  says  it's  going  to  do.  We  would  like 
to  encourage  that  all  systems  that  are  built  out  in  health  care  and 
used  in  health  care  and  telemedicine  have  a  research  component 
built  into  them  early  on  so  that  we're  not  wasting  huge  amounts 
of  money  in  snappy  boxes  that  do  all  these  things,  but  deliver  very 
poor  or  unsafe  health  care  decisions. 

So  that  is  one  of  our  concerns.  Basically,  I  think  that's  what  I 
want  to  start  with  and  then  perhaps  in  question  and  answer  we 
would  be  able  to  discuss  more  of  these  issues. 

Chairman  Wyden.  We  will  have  some  questions  momentarily. 
Ms.  Loftus,  let's  go  next  to  you. 

TESTIMONY  OF  CATHY  LOFTUS,  OREGON  CENTER  FOR 
ADVANCED  TECHNOLOGY  EDUCATION 

Ms.  Loftus.  Good  morning,  Congressman.  I  work  for  an  organi- 
zation called  OCATE.  OCATE  stands  for  Oregon  Center  for  Ad- 
vanced Technology  Education.  We're  with  the  State  higher  edu- 
cation system  and  our  job  is  to  provide  graduate  level  course  work 
to  technology-based  industries.  A  good  example  of  the  industries  we 
serve  are  Intel,  Techtronics  and  Boeing. 

Typical  courses  offered  through  OCATE  deal  with  electrical  engi- 
neering, computer  science,  manufacturing,  and,  soon,  business  and 
management  related  courses.  We  operate  as  a  consortium.  We 
sponsor  classes  that  are  provided  by  accredited  institutions  and  we 
find  ways  to  get  these  kinds  of  classes  to  people  in  industry,  adult 
learners,  part-time  students. 

Many  of  OCATE's  classes  are  televised.  We  basically  use  two 
technologies  that  are  available  to  us  now,  a  local  area  microwave 
system  called  ITFS,  which  is  Instructional  Television  Fixed  Service. 
It's  been  around  for  a  very  long  time  and  many  in  this  forum  might 
be  aware  that  Portland  Community  College  has  used  it  for  years 
and  years. 

The  other  system  we  use  for  folks  outside  of  the  Portland  area 
is  the  Oregon  Ednet  System,  and  this  is  a  satellite-based  provider. 
We  have  some  burning  issues  in  higher  education.  We're  concerned 
about  mostly  accessibility  to  the  information  of  courses  that  are 
desperately  needed  around  the  State,  not  only  by  engineers  and 
high  tech  users  throughout  the  State,  but  also  researchers.  There 
is  a  very,  very  big  gap. 
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Researchers  in  industry  and  researchers  in  the  instructional 
level  are  not  able  very  easily  to  communicate  with  each  other  and 
we  think  that  if  we  had  access  to  the  super  highway  in  a  very  easy 
and  usable  means,  these  researchers  would  be  able  to  communicate 
with  each  other  on  a  regular  basis  and  thereby  augmenting  the 
economic  structure  in  Oregon. 

Our  goal  for  distance  learning  is  to  provide  an  easy  exchange.  I 
think  that  a  good  example  of  this  is  our  manufacturing  program  we 
currently  sponsor.  We  have  a  manufacturing  program  that  is  joint- 
ly provided  by  Portland  State  University  and  Oregon  State  Univer- 
sity, where  courses  in  manufacturing  are  provided  jointly  and  the 
degrees  from  each  of  these  organizations  are  joint,  as  well.  So,  in 
essence,  Oregon  State  and  Portland  State  are  teaching  the  students 
from  each  of  those  organizations  to  each  other,  thereby  eliminating 
the  repetitiveness  and  duplication.  So  we  feel  that  distance  learn- 
ing is  driving  down  costs  in  our  higher-ed  institutions. 

My  expectation  of  the  super  highway  would  be  designs  that  re- 
searchers and  other  educational  producers  can  transmit  video, 
audio  and  data  from  instructors'  and  researchers'  workstations  to 
multiple  computer  desktops.  Coupled  with  the  current  advances  in 
global  communications,  accessibility  will  no  longer  be  a  barrier  to 
teleclasses  we  wish  to  make  available. 

Of  course,  the  issues  that  remain  have  already  been  discussed, 
the  affordability  issue,  and,  most  particularly,  we're  interested  in 
the  State  having  some  regulatory  policy  in  providing  band  width  or 
accessibility,  the  capacity  on  that  super  highway,  so  that  all  our  in- 
stitutions, our  industrial  users  and  researchers  will  all  have  the  ca- 
pacity to  speak  to  each  other. 

I'll  just  close  with  a  statement  from  a  young  man  I  spoke  to  yes- 
terday who  lives  in  Salem.  He  was  very  miffed  that  he  was  not  able 
to  receive  many  of  our  classes  and  he  said  "Technology  is  out  there. 
Let's  start  making  legitimate  use  of  it." 

Thank  you. 

Chairman  Wyden.  It  is  awesome  what's  going  to  be  available  in 
the  education  field  in  particular.  You  think,  for  example,  about  a 
kid  in  a  small  Oregon  town  who  comes  home  from  school  two  or 
three  in  the  afternoon,  turns  on  their  computer,  taps  a  couple  keys 
and  gets  the  Library  of  Congress  and  all  the  same  kinds  of  re- 
search opportunities  that  the  congressional  staff  has  when  they're 
working  on  a  bill.  That's  an  area  we  can  probably  have  a  whole 
separate  hearing  on.  We'll  have  some  questions  in  a  moment. 

Let's  go  next  to  Mr.  Maddox.  Welcome.  Pull  those  microphones, 
if  you  can.  Great.  Thank  you. 

TESTIMONY  OF  KEN  MADDOX,  SOFTWARE  ASSOCIATION  OF 

OREGON 

Mr.  Maddox.  Thank  you  for  suggesting  that.  I  think  I  can  be 
heard  better  now.  My  name  is  Ken  Maddox.  I'm  the  executive  di- 
rector of  the  Software  Association  of  Oregon.  I  do  have  some  pre- 
pared remarks  which  I'll  read  and  I  have  copies  to  give  to  you  to 
enter  in  the  record. 

Chairman  Wyden.  Great.  If  I  could,  we'll  make  your  prepared  re- 
marks a  part  of  the  hearing  record  completely.  If  you  want  to  just 
take  a  few  minutes,  just  talk  to  me. 
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Mr.  Maddox.  Let  me  wing  it,  then. 

Chairman  Wyden.  Great. 

Mr.  Maddox.  First,  I'd  like  to  mention  that  the  Software  Associa- 
tion of  Oregon  today  is  opening  electronic  communications  systems 
to  three  of  Oregon's  key  industries,  to  the  software  industry,  to  en- 
vironmental technology,  and  to  the  aerospace  industry. 

That  system  has  been  put  together  based  on  some  concepts  of 
what  we  believe  are  important  for  those  industries  and,  more  gen- 
erally, for  businesses,  typically,  as  you  have  pointed  out,  Congress- 
man, small  businesses  in  the  State  of  Oregon.  First,  that  informa- 
tion has  always  been  a  part  of  what  has  supported  both  industrial 
development  and  economic  development. 

Cities  traditionally  have  been  places  for  the  exchange  of  goods 
and  services,  but  perhaps  as  importantly  for  the  exchange  of  infor- 
mation, and  that's  why  craft  guilds  grew  in  certain  cities  and  cer- 
tain locations  became  famous  for  certain  talents,  whether  it  be  ar- 
tistic or  commercial. 

We  think  that  the  modern  communications  now  offer  the  oppor- 
tunity for  people  not  to  have  to  congregate  in  cities.  They  could  be 
located  anywhere  in  our  State  and  participate  fully  in  their  indus- 
try and  in  providing  for  economic  development  in  the  State. 

We  believe  modern  communications  enables  small  companies  to 
overcome  diseconomies  of  scale  and,  again,  participate  fully  and 
contribute  fully  to  economic  development.  It  also  permits  individ- 
uals— I'm  not  going — I  think  a  great  deal  of  what  you  said  in  your 
opening  remarks,  that  it  permits  individuals 

Chairman  Wyden.  That  never  hurts. 

Mr.  Maddox.  Well,  let  me  say  that  you  got  there  first.  That  it 
permits  individuals  in  many  different  industries  to  telecommute 
and  that  that  has  social  advantages,  easing  pressure  on  transpor- 
tation facilities,  on  other  things  that,  again,  have  become  problems 
where  people  have  become  overconcentrated. 

I  guess  I  would  echo  again  what  you  have  outlined,  that  Vice 
President  Gore  has  put  forward  his  principals,  open  competition, 
open  access,  and  making  sure  that  there  are  not  haves  and  have 
nots  on  the  data  super  highway.  In  particular,  I  think,  and  I  speak 
for  myself  in  this  case,  not  for  the  Software  Association  of  Oregon, 
that  digital  switched  services  provided  as  part  of  basic  telephone 
service  should  be  nationally  mandated. 

That  local  competition  for  telephone  service  should  be  encour- 
aged and  permission  for  the  Bell  Operating  Companies  to  partici- 
pate in  enhanced  long  distance  services  should  be  predicated  on  the 
existence  of  the  infrastructure  needed  and  not  yet  always  in  place 
to  allow  local  competition. 

Finally,  that  regulatory  boundaries,  and  Ms.  Smith,  I  think, 
spoke  to  this,  should  be  revised,  especially  those  that  artificially 
raise  costs  in  the  present  situation. 

Chairman  Wyden.  Just  before  we  move  on,  in  fact,  I  do  want  to 
ask  our  witnesses  to  speak  a  little  louder.  You  all  have  such  impor- 
tant things  to  say  and  such  soft  voices.  If  you  can,  just  boom  it  up. 

Before  we  even  lose  it,  you  said  you  would  require  the  digital 
services  in  the  basic  kind  of  package.  Any  estimate  of  how  much 
that  would  cost,  say,  today  for  the  basic  package  on  the  digital 
side? 


13 

Mr.  Maddox.  I  don't  have  an  exact  cost.  I  know  that  there  are 
two  States  that  are  either  approaching  or  on  the  verge  of  doing 
that.  Tennessee  is  one  of  those  and  apparently  there  have  been  es- 
timates made  of  what  that  would  cost. 

In  places  where  it  has  been  introduced,  my  understanding  is, 
and,  again,  these  are  not  exact  costs,  is  that  it  adds  about  a  $20 
basic  charge  plus  anywhere  from  one  to  four  cents  a  minute  for 
that  use. 

Chairman  Wyden.  That's  a  lot  of  money  for  the  Gray  Panthers. 

Mr.  Maddox.  I  think  in  those  circumstances  that  that  is — that 
service  is  offered,  but  it  does  not  require  that  every  user  be 

Chairman  Wyden.  They  could  use  the  opt-out  provision. 

Mr.  Maddox.  They  could  use  the  opt-out  provision. 

Chairman  Wyden.  OK  Let's  move  on  and  quickly  go  next  to  Mr. 
Mackie.  Welcome.  Let  me  just  ask  once  more  if  you  all  could  just 
boom  it  out  and  speak  right  into  the  mike. 

TESTIMONY  OF  PETER  MACKIE,  SEAQUEST  SOFTWARE 

Mr.  Mackie.  Thank  you  for  having  me  this  morning.  Ken  and  I 
walked  in  a  little  bit  late.  One  of  the  things  that  happens  with  me 
is  I  don't  have  to  commute.  I've  worked  out  of  my  house  for  the  last 
13  years  and  when  I  get  on  the  road,  I  forget  that  there  are  clogged 
freeways  out  there  and  I  start  buzzing  down  Sunset  at  55  miles  an 
hour  and  pretty  soon  I  was  going  7. 

So  once  again,  I  was  reminded  and  my  comment  to  Ken  was  that 
people  who  are  in  this  every  day  accept  it.  People  like  me  who  are 
only  in  it  periodically  say  how  bizarre. 

1 11  talk  a  little  bit  about  telecommuting  from  two  directions,  both 
as  somebody  who  uses  telecommuting  with  customers  and  also  as 
an  employee  of  somebody  else.  For  the  past  13  years,  I  have 
worked  out  of  my  house,  marketing  software  internationally.  For 
the  last  4  or  5  years,  I  have  telecommuted  with  my  customers;  i.e., 
they  call  me  up  or  they  send  me  E-Mail  or  they  fax  to  me  an  order. 
I  appropriately  take  their  bank  wire  or  Visa  card,  ship  them  prod- 
uct over  the  Internet  or  CompuServe  or  Americone  line  or  whoever 
is  appropriate. 

I  should  emphasize  that  today,  out  of  my  house,  I'm  marketing 
worldwide  this  way  with  50  percent  or  more  of  it  being  inter- 
national. Additionally,  as  a  telecommuter,  I  had  rather  a  strange 
or  I  should  say  unusual  situation  for  3V2  years  in  that  I  managed 
a  group  of  five  programmers  in  Seattle,  Washington,  and  I  lived  in 
Portland. 

So  1  day  a  week  for  3V'z  years,  I  flew  to  Seattle  and  managed 
those  people.  The  other  4  days  a  week,  I  managed  them  through 
telecommuting.  It  worked  very  well.  I'm  not  here  today  to  go 
through  all  of  the  details  of  that,  but  just  as  a  precursor  as  to  some 
of  the  issues  that  I  see. 

Some  of  the  benefits  that  are  around  are  very  obvious;  reduced 
pollution,  elimination  of  clogged  freeways,  and  one  of  my  favorite 
metaphors  that  I've  been  using  for  the  last  year  which  I'd  like  to 
wake  everybody  up  to,  because  I  see  it  every  day  on  Highway  26, 
the  Sunset  Highway,  I  observed  that  we're  building  new  overpasses 
out  there.  There's  one  at  Cornell  Road  that's  costing  us  nearly  $12 
million  to  replace.  It  was  built  in  the  1950's. 
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If  you  go  on  out  to  185th,  there's  an  overpass  that  was  built  some 
15  years  ago  which  is  now  obsolete  and  we're  partially  dismantling 
that  and  changing  it  from  four  lanes  to  six  lanes.  If  you  look  at 
why  we're  doing  this,  for  the  most  part,  it's  to  handle  commuting 
traffic. 

So  we  think  nowadays  nothing  of  spending  anywhere  from  $5  to 
$20  million  on  one  interchange.  When  it  comes  to  considering 
spending  $5,  $10,  or  $20  million  or,  for  that  matter,  even  a  few 
$100,000  dollars  to  put  some  communications  infrastructure  in, 
people  say  it's  a  lot  of  money. 

I  think  we  need  to  start  diverting  some  of  our  efforts  into  the 
telecommunicating  infrastructure  instead  of  expanding  the  free- 
ways. 

One  of  the  things  that's  going  on  in  California  is  that  their  com- 
muting system  is  totally  out  of  gas,  as  we  all  know.  What  are  they 
doing  about  telecommuting?  They  have  State  laws  now  mandating 
it  for  certain  organizations.  I  do  not  have  the  details  of  that  with 
me.  I've  just  read  that  in  the  past.  But  certain  large  corporations 
must  provide  telecommuting  for  a  certain  percentage  of  their  users. 

Some  of  the  issues  that  I  see  are — as  for  why  there  are  barriers 
to  telecommuting,  it's  that  we  need  a  little  more  band  width.  We 
need  some  digital  switching  at  the  residential  area,  like  Mr.  Mad- 
dox  talked  about.  Once  again,  I  want  to  emphasize  there  not  every- 
body needs  to  pay  for  that.  Certainly  people  who  don't  need  it  and 
don  t  want  it  shouldn't  pay  for  it. 

I  would  submit  to  you  if  we  had  a  telecommuting  infrastructure, 
that  probably  the  employer  rather  than  the  employee  will  pay  for 
that  as  a  fringe  benefit,  because  it's  an  attractive  way  to  get  em- 
ployees. 

Some  of  the  other  issues  that  I  observe  is  that  most  organiza- 
tions do  not  have  a  telecommuting  policy.  I  think  it's  early.  In  some 
cases,  I  don't  think  they  have  even  considered  it.  I  recently  found 
a  U.S.  Department  of  Transportation  study,  and  it's  a  part  of  the 
record,  and  it  found  that  only  23  percent  of  organizations  had  a 
telecommuting  policy.  Another  51  percent  had  it  for  special  cases 
only  and  finally  26  percent  of  the  organizations  did  not  have  any 
at  all. 

Some  of  the  other  barriers  I  see  as  I  watch  people  do  this  is  ev- 
eryone is  not  the  right  personality  or  makeup  to  do  this.  You've  got 
to  be  self-motivatea  if  you're  going  to  work  in  a  nonwork  environ- 
ment. Sometimes  if  you  have  young  children  around,  you  might 
find  that  it's  very  distracting  and  while  you  may  be  working,  your 
productivity  is  down. 

Another  thing  I  observe  from  employers  is  that  they  are  very, 
very  concerned  about  whether  the  person  is  on  the  job.  If  we  look 
at  some  of  our  corporate  mentality  of  the  past,  managers  tend  to 
rate  people  on  whether  they're  at  work  from  8  o'clock  in  the  morn- 
ing until  after  5  and,  in  a  lot  of  cases,  consider  that,  if  they're  doing 
that,  they  must  be  good  employees. 

That,  in  my  opinion,  is  the  wrong  way  to  measure  employees  and 
I  think  management  has  to  broaden  a  little  bit  and  say  I  know  that 
person  is  working  at  home  or  at  some  other  facility.  I  will  look  at 
that  person's  output  and  their  productivity  and  if  they're  off  with 
their  family  doing  family  errands  in  the  afternoon  for  2  or  3  hours, 
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but  working  in  the  evening  after  some  of  the  youngsters  are  in  bed 
and  their  productivity  is  out,  then  we  should  allow  those  kinds  of 
things. 

As  to  what  needs  to  happen,  I  don't  think  a  lot  needs  to  happen 
from  the  Government.  I  think  it's  just  something  as  a  society  that 
we  need  to  create  as  an  infrastructure.  I  think  we  need  to  have 
some  pilot  demonstrations  to  demonstrate  the  effectiveness. 

I  have  a  suggestion  toward  that,  and  it's  not  a  strong  opinion, 
it's  just  a  way  to  throw  something  out,  and  perhaps  there  ought  to 
be  some  tax  incentives  or  something  like  that  for  employers  who 
provide  a  telecommunications  infrastructure  for  their  employees  as 
a  demonstration. 

I  truly  think  we  need  to  make  a  change  in  our  social  environ- 
ment to  make  telecommuting  a  way  for  employers  to  contribute  to 
society.  We've  taken  cigarette  smoking  over  the  last  few  years  and 
made  everybody  aware  that  that's  kind  of  a  bad  thing.  Maybe  we 
need  some  kind  of  a  metaphor  that  says  that  commuting  on  the 
freeways  is  bad  for  your  health  and  you  really  should— if  you're 
going  to  make  it  and  live  long,  you  really  should  telecommute. 

Another  thing  that  needs  to  happen  is  we  need  to  have  widely 
available  improved  network  band  width.  I  do  want  to  emphasize 
when  I  say  that  that  we're  not  talking  about  the  freeway  speeds 
of  the  national  data  highway.  We're  talking  about  the  State  high- 
way speeds  of  somebody  who  may  want  to  telecommute  to  down- 
town Portland  from  Gresham  or  Beaverton.  We're  talking  about  10 
times  the  order  of  magnitude  that  we  have  right  now  with  stand- 
ard dial-up. 

Thank  you.  That's  the  end  of  my  remarks.  I  have  a  question  for 
you,  Congressman,  that  I'd  like  you  to  answer  sometime  today  dur- 
ing the  record,  and  that's  why  aren't  you  on  the  Internet? 

Chairman  Wyden.  A  very  good  question.  We  cannot  let  this  be 
another  situation  where  there's  one  set  of  opportunities  outside  the 
beltway  and  another  set  for  elected  officials.  It's  a  good  question. 
Clearly,  those  are  the  kinds  of  policies  that  we've  got  to  thrash 
through.  We've  got  to  pull  ourselves  all  into  this  one  system  and 
use  communications  as  the  great  equalizer.  That's  what  this  debate 
really  is  all  about. 

We  are  a  small  western  State.  Basically,  what  you're  saying  in 
telecommunications,  and  we're  hearing  it  in  other  areas,  is  with 
modern  communications  and  advanced  technology,  we  can  go  up 
against  the  Chicago's  and  New  York's  and  all  of  the  big  financial 
centers  and  areas  with  large  populations  that  we  couldn't  under 
the  old  kind  of  transportation  communications  systems. 

So  you  make  an  excellent  presentation  and  I  get  your  drift  about 
keeping  Congress  on  board. 
Mr.  MACKIE.  Thank  you. 

Chairman  Wyden.  Let's  go  to  Mr.  Boggs.  Welcome.  We'll  get  you 
those  microphones,  too,  and  get  real  close.  Just  fall  in  them.  Thank 
you. 

TESTIMONY  OF  BRUCE  BOGGS,  RURAL  DEVELOPMENT 
INITIATIVES,  INC. 

Mr.  Boggs.  Thank  you  for  the  opportunity  to  speak  with  you 
today.  I  work  with  a  nonprofit  economic  development  organization 
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called  Rural  Development  Initiatives.  We  work  in  communities 
throughout  the  State  with  local  leaders  to  help  them  design  and 
initiate  strategies  to  strengthen  and  diversify  their  local  economies. 

I'm  not  an  expert  in  telecommunications.  My  expertise  is  in  eco- 
nomic development  and  I'm  going  to  be  speaking  from  that  perspec- 
tive. The  ability  to  ship  information  now  is  a  key  competitive  factor 
in  business  today.  You  obviously  recognize  that.  You  alluded  to 
that  in  your  earlier  remarks. 

This  isn't  only  true  in  highly  developed  urban  markets.  We  work 
in  Oak  Ridge.  There's  a  company  in  Oak  Ridge  that  makes  molds 
for  forming  plastics.  They're  one  of  the  top  tool  companies  on  the 
west  coast.  They  employee  15  highly  trained  workers.  Their  design 
work  is  done  with  computers  and  they  receive  tool  specifications 
over  the  phone  lines  every  day  from  their  customers. 

Their  suppliers,  who  are  tool  designers,  ship  designs  to  them 
over  the  phone  lines.  Product  designs  are  sent  to  customers  for 
analysis.  They  use  high  speed  modems,  transmitting  over  dedicated 
lines. 

In  their  case,  the  ability  to  ship  data  over  the  phone  lines  is  not 
a  matter  of  convenience.  If  they  couldn't  do  it,  they  wouldn't.  They 
simply  wouldn't  be  eligible  to  do  business  with  the  companies  that 
they  supply. 

This  also  isn't  only  true  for  higher  tech  companies.  There's  a 
group  of  ranchers  in  central  and  eastern  or  southeastern  Oregon 
who  use  faxes  routinely  to  market  their  beef  and  to  make  timely 
decisions  about  sales  and  shipment  of  their  product.  They  sell 
internationally,  with  a  pretty  significant  share  of  their  product 
going  to  Japan. 

The  development  of  telecommunications  infrastructure  is  criti- 
cally important  to  rural  economic  development  for  two  key  reasons. 
The  first  is  that  it's  critical  to  the  competitiveness  of  businesses 
that  are  already  operating  in  rural  places.  Second,  it  could  facili- 
tate, as  has  already  been  alluded  to  here,  a  strategy  that  many  of 
the  communities  we  work  in  are  embracing,  and  that's  a  strategy 
aimed  at  attracting  small,  home-based,  low  impact  computer  cot- 
tages that  can  locate  anywhere  their  owners  want  to  live.  A  lot  of 
them  want  to  live  in  rural  Oregon,  but  they  need  to  locate  in  places 
that  have  adequate  telecommunications  infrastructure. 

We've  heard  suggestions  today  that  telecommunications  tech- 
nology can  wipe  out  the  competitive  disadvantage  of  rural  location 
for  business;  that  with  computers  and  modems  and  phone  lines,  in- 
formation-intensive businesses  can  locate  anywhere  they  want  to. 

I'd  just  like  to  share  a  caveat  and  it's  underscored  by  the  last 
paragraph  in  an  editorial  in  today's  Oregonian.  The  editorial  sug- 
gested that  those  who  live  and  work  on  side  roads  perhaps  should 
be  content  with  limited  service.  If  we  create  an  information  high- 
way system  in  which  urban  enterprises  have  a  substantially  better 
quality  infrastructure— for  example,  allowing  higher  speed  or  more 
error-free  transmission — we're  going  to  risk  wiping  out  very  prom- 
ising potential  opportunities  to  diversify  our  rural  economy. 

The  businesses  that  I  described  earlier  already  have  difficulties 
with  quality  of  transmission  and  they  have  to  work  around  those 
difficulties  routinely.  If  we  substantially  upgrade  the  infrastructure 
that  links  urban  places,  the  super  highways,  and  do  not  ensure 
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that  the  roots  into  the  countryside  will  support  state-of-the-art  info 
shipping,  we  will  not  have  state-of-the-art  enterprise  in  rural  Or- 
egon or  in  rural  America. 

You  mentioned  earlier,  Congressman,  in  your  remarks,  you  made 
the  reference  to  the  properly  constructed  highway  system.  You 
made  a  reference  to  1-5  and  we  need  1-5  and  we  need  an  1-84  for 
information,  but  we  also  need  the  Highway  26's  and  the  Highway 
58's.  You  asked  a  question  about  build-out  and  should  it  be  strictly 
in  response  to  demand.  That's  a  tough  question,  but  I  think  that 
we  need  to  look  very  carefully  at  finding  ways  to  strategically  build 
out  in  lead  of  demand,  maybe  not  universally,  but  in  strategically 
identified  places  where  demand  can  be  brought  along  to  subse- 
quently support  that  build-out. 

But  if  we  wait  for  demand,  we're  going  to  create  or  exacerbate 
the  differences  or  the  competitive  advantages  that  already  exist  be- 
tween rural  and  urban  economies. 

Thank  you. 

Chairman  Wyden.  Excellent  statement,  Mr.  Boggs.  I  want  it  un- 
derstood that  I  think  what  you're  talking  about  is  absolutely  key 
and  that's  why  I  mentioned  in  the  opening  statement  that  I  gave 
my  concern  about  seeing  this  as  a  chance  to  try  to  make  sure  you 
don't  have  two  economies  in  the  State,  one  for  the  metropolitan 
area  and  one  for  the  rest  of  the  State. 

What  we've  got  to  do  is  figure  out  ways  to  use  information  serv- 
ices to  knit  us  together  and  break  down  some  of  these  differences 
and  some  of  these  wedges  that  have  developed  and  start  if  off  for 
us. 

Are  we  at  the  point  where  there  is  a  critical  mass  in  the  rural 
communities  in  order  to  tell  these  network  providers  this  is  going 
to  be  a  good  one  for  them? 

Mr.  Boggs.  No.  In  many  communities,  we  don't  have  critical 
mass.  I  think  that's  going  to  be  one  of  the  challenges  of  building 
the  infrastructure  to  keep  rural  communities  or  allow  rural  com- 
munities to  stay  on  the  leading  edge.  We're  going  to  need  to  find 
ways  to  stimulate  the  development  of  that  critical  mass  and,  in 
part,  that  requires  cultivating  existing  businesses  or  the  awareness 
of  existing  businesses  in  rural  places  about  the  importance  of 
adopting  telecommunications  technology. 

It's  not  just  going  to  be  a  matter  of  recruiting  businesses  into 
rural  places  that  make  use  of  that,  but  increasing  the  use  by  exist- 
ing businesses.  That's  going  to  require  skill  development  and  edu- 
cation on  their  parts. 

Chairman  Wyden.  What  do  you  think  of  the  idea  of  trying  to  use 
less  expensive  on-ramps  to  get  onto  the  super  highway?  Let's  kind 
of  put  it  this  way.  If  you  say  fiber,  fiber  optics  is  an  expensive  on- 
ramp.  What  would  you  think  of  cellular  or  satellite,  some  of  the  al- 
ternative technologies?  Again,  a  way  to  make  sure,  like  you  say — 
and  I  only  used  Interstate  5 — you  probably  saw  that  I  said  much 
of  the  State. 

Mr.  Boggs.  Right. 

Chairman  Wyden.  Interstate  5  cuts  through  much  of  the  State, 
but  clearly  this  on-ramp  question  is  key.  If  we  can  drive  the  costs 
down  with  alternative  kinds  of  technologies,  that's  one  way  to  get 
it  started  as  you  wait  for  the  demand  to  build  up.  Is  that  some- 
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thing  that  your  program  and  folks  you're  talking  to  would  be  recep- 
tive to? 

Mr.  Boggs.  I  think  there's  certainly  some  potential  there.  I'm  not 
expert  in  the  technology  and  I  don't  know  what  the  limitations  to 
those  kinds  of  on-ramps  are.  I  think  if  we  can  find  lower  cost  ways 
to  support  current  levels  of  demand  as  that  critical  mass  is 
achieved,  then  that  ought  to  be  pursued.  But  we  need  to  be  careful 
that  we  don't  have  substandard  on-ramps  that  make  it  difficult  for 
rural  businesses  or  rural  health  care  providers  or  rural  educational 
institutions  to  be  at  a  disadvantage. 

Chairman  Wyden.  What  do  you  think  of  that,  Mr.  Mackie,  on 
this  kind  of  on-ramp? 

Mr.  Mackie.  In  my  remarks,  I  said  one  of  the  things  that  we 
need  is  about  10  times  more  the  band  width  than  we  presently 
have,  which  is  about  a  thousand  characters  per  second,  and  we're 
looking  for  something  that's  clean  and  reliable  at  10,000  characters 
per  second.  Something  like  ISBN  gets  us  there. 

The  interesting  thing  about  ISBN  as  basic  rate  service  is  that  it 
does  run  over  copper  wire.  So  in  the  rural  and  remote  areas,  we 
do  not  need  to  replace  the  copper  wire,  assuming  that  it's  clean  and 
reliable. 

The  one  thing  that  we  do  need  to  do,  however,  is  to  add  the  fea- 
tures to  the  digital  switches,  which,  for  the  most  part,  are  already 
there.  What  I'm  saying  there  is  most  of  the  old-fashioned  relay 
kinds  of  switches  are  there  and  they  have  been  replaced  with  the 
digital  switches.  However,  it  does  need  additional  electronics  and 
software  to  handle  that. 

What  I  observe  with  the  phone  companies  is  that  they're  reluc- 
tant to  install  that  infrastructure  because  it  will  probably  be  re- 
placed with  some  of  this  telephone/cable  infrastructure  that  we're 
putting  in  the  Portland  area.  If  you  read  the  paper  this  week,  there 
was  a  lot  of  noise  about  doing  some  new  things  in  Portland.  I  see 
the  phone  companies'  money  going  toward  that  to  capture  that  as 
a  market  share  rather  than  doing  these  things  that,  let's  say,  5,  8, 
to  10  years  from  now,  they'll  capture  in  the  remote  rural  areas. 

So  I  think  there  is  perhaps  a  conflict  in  where  this  is  being  in- 
vested. I'm  giving  you  two  messages  there.  One  is  the  infrastruc- 
ture is  there  and,  two,  I  think  some  of  the  funding  is  being  spent 
in  the  wrong  places  by  the  providers. 

Chairman  Wyden.  Well,  let's  follow  up  on  that  in  terms  of  build- 
ing out  the  network,  because  Mr.  Mackie  is  talking  about  the  key 
issue  and  we  saw  a  pretty  good  example  of  what  the  debate  is 
going  to  be  about  just  last  week.  US  West  is  going  to  spend  $130 
million.  They're  going  to  wire  parts  of  Portland  for  advanced  serv- 
ices. They're,  of  course,  going  to  argue  that  this  is  something  that 
ought  to  be  tried  and  tested  and  its  a  chance  to  do  in  the  metro- 
politan area  with  large  populations  and,  at  the  same  time,  Mr. 
Mackie  and  Mr.  Boggs  and  others  are  going  to  say,  hey,  wait  a 
minute,  you're  using  scarce  resources  here  and  maybe  there  ought 
to  be  an  effort  to  use  those  dollars  in  terms  of  advancing  the  whole 
system  and  wiring  remote  areas. 

What  would  be  the  thoughts  of  you  three  and  Ms.  Loftus,  Mr. 
Williams,  and  Mr.  Maddox,  on  this  question  of  how  you  balance  the 
question  of  building  out  the  network  and,  in  effect,  using  dollars 


19 

today  and  looking  down  the  road  so  that  more  remote  areas  can  get 
them,  as  well?  Mr.  Williams? 

Mr.  Williams.  I  think  that  funding  of  all  of  these  is  very  difficult 
because  we  really  don't  know  what  the  mix  will  be  of  services  that 
will  be  provided.  I  do  think,  though,  that  given  the  digital  environ- 
ment and  how  it  piggybacks  and  can  be  merged  with  different  mes- 
sages and  signals  over  the  same  highway,  if  you  will,  that  the  lanes 
aren't  so  discreet.  They  are  integrated. 

When  you  buy  space,  then,  on  highways,  the  more  people  who 
are  buying  and  the  more  that  we  can  encourage  cooperation  is  real- 
ly very  important.  So  while  competition  is  a  nice  buzz  word,  to  get 
new  technologies,  a  lot  of  buying  is  done  in  cooperatives. 

So  I  would  encourage  that  we  look  at  creative  ways  to  incent  co- 
operative work  and  States.  For  example,  I  would  suggest  that  the 
State  of  Oregon  have  something  like  14  different  networks,  all  of 
which  buy  premium  services,  for  the  most  part.  Had  we  a  better 
idea  of  what's  going  on,  it  may  be  that  just  simply  by  better  pur- 
chasing and  by  grouping,  that  we  could  do  that. 

Now,  one  of  the  issues  is  confidentiality  and  security  on  net- 
works, but  then  the  Government,  in  its  national  laboratories,  has 
good  solutions  to  encryption  technologies  that  would  make  it  safe 
to  do  these  things,  but  they're  often  reluctant  to  make  them  avail- 
able. 

I  think  we  need  to  look  at  that.  There  are  ways  to  make  the 
health  care  records,  the  medical  records  and  images  that  we  would 
like  to  put  on  the  network  very  private,  but  no  one  has  really  ad- 
dressed that. 

Those  are  some  comments,  but  I  think  there  are  creative  ways 
to  use  the  competitive  nature  of  the  business,  which  is  profit-driven 
and  demand-driven,  to  those  public  sector  issues  that  really  need 
to  be  rethought  and  that  the  competitive  model  isn't  going  to  work 
at  least  in  rural  Oregon  and  other  rural  States. 

Chairman  Wyden.  Ms.  Loftus,  building  out  of  the  network. 

Ms.  Loftus.  I'd  like  to  pick  up  the  thread  that  Mr.  Williams  hit 
on,  and  that  is  the  duplication  of  many,  many  networks  that  have 
already  been  laid  and  are  maintained  separately.  I  think  that  I'll 
throw  another  C  word  at  you,  and  that's  compatibility.  I  don't  mind 
so  much  that  there's  duplication,  if  I  was  on  Oshinet,  if  I  could  only 
get  over  to  Internet  from  it,  I  don't  think  that  I  would  mind  so 
much. 

I'm  very  excited.  I  don't  have  any  bad  words  to  say  about  the  US 
West  move  to  build  this  video  system,  data  audio  system  in  the 
Portland  area,  if  only  we  could  uplink  it  to  other  ITFS  systems  and 
maybe  Oregon  Ednet.  I  agree  totally  with  Mr.  Williams'  comment 
about  cooperation.  There's  a  place  where  competition  ends  and  the 
joining  of  resources  needs  to  be  looked  at. 

Chairman  Wyden.  That  it  may  be  possible,  without  some  big 
Government  intrusive  kind  of  system,  to  find  a  chance  for  these  co- 
operative arrangements  that  also  would  be  very  profitable  to  pro- 
viders, as  well. 

Mr.  Williams.  I  think  it's  much  an  attitude  and  I  think  we  are 
seeing  all  the  providers  becoming  much  more  concerned  with  lis- 
tening to  the  customer.  I  think  in  the  past  when  it  was  highly  reg- 
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ulated,  we  didn't  have  much  to  say.  We  do  today  if  we  stick  to- 
Erether. 

Chairman  Wyden.  We  always  used  to  say,  again,  thinking  about 
Ms.  Davis  starting  out  in  our  office  and  writing  some  of  the  first 
bills,  we  always  used  to  talk  about  the  users  and  everybody  was 
just  starting  to  get  familiar  with  this  telecommunications  jargon 
and  we  had  some  experts  come  in  one  afternoon  and  we  finally 
said,  yes,  end  users  are  voters  and  what  you're  saying  is  when  the 
voters  stick  together  in  terms  of  trying  to  hold  out  for  these  cooper- 
ative arrangements,  you  bring  the  urban  and  rural  areas  together, 
then  there's  a  lot  of  clout  and  the  providers  have  got  to  listen.  It's 
a  very  valid  point. 

Mr.  Maddox,  your  thoughts  on  building  outward. 

Mr.  Maddox.  I'll  speak  up  this  time.  The  only  thing  that  I  would 
add  to  what's  been  said  is  that  if  we  go  back  to  what  Ms.  Smith 
said  about  the  1934  legislation,  we  go  back  60  years,  and  that  man- 
dated quality  service.  I  think  all  we're  talking  about  is  what  does 
that  word  "quality"  mean  in  today's  context. 

What  has  been  accepted  as  quality  service  in  the  past,  the  abil- 
ity—at one  time,  the  ability  after  some  trying  to  be  able  to  make 
a  long  distance  phone  call,  today,  if  it  doesn't  happen  instantly,  we 
don't  consider  that  to  be  quality. 

What  we're  talking  about  is  what  is  quality  service  now  and  in 
the  immediate  future,  and  that's— I  think  that's  the  issue  that's 
being  addressed.  It's  already,  in  a  sense,  in  legislation.  The  ques- 
tion is  what  is  the  current  interpretation  of  that  word  or  that 
phrase. 

Chairman  Wyden.  Let  me  ask  a  couple  of  questions  about  some 
of  the  specific  kinds  of  services  that  go  into  this  debate.  On  health 
care,  Mr.  Williams,  are  there  some  ways  in  which  the  telemedicine 
program  you  are  a  part  of  now  is  lowering  health  care  costs? 

Mr.  Williams.  I  think  that  the  opportunities  are  there.  One  of 
the  things  that  I  guess  we're  all  concerned  about  is  how  can  we 
measure  that.  It's  a  very  complicated  issue.  We  have  several  ex- 
periments going  on  and  we  really  haven't  looked  much  at  the  eco- 
nomic impact  as  just  the  fact  that  you  can  do  it  today. 

The  infrastructure  just  really  isn't  pervasive  enough  to  make  it 
large  enough  to  see  what  the  total  economic  impact  would  be.  So 
while  we're  able  to  work  with  physicians  in  eastern  Oregon  to  actu- 
ally have,  through  Oregon  Ednet,  some  experiments  going  where 
we  see  patients  and  consult  with  their  physicians,  to  read 
echocardiograms,  the  technology  is  there,  but  it's  so  difficult  to  get 
to  the  places  where  we  want  it  to  be,  and  that's  the  underserved 

areas.  .        .  .  ,         ,    , , 

There's  no  problem  with  doing  that  in  the  city  and  its  probably 
cost-effective.  It  isn't  cost-effective  in  the  rural  community  where 
the  need  is  the  highest.  So  I  think  probably  if  you  look  to  the  cost 
of  delivery  of  current  telemedicine  activities,  using  the  current 
thinking  in  telemedicine,  that  is  the  wrong  technology.  It  probably 
could  be  done  cheaper. 

It's  that  the  boxes  that  we  buy  haven't  been  researched  very 
well.  They  were  devised  for  boardroom  conferencing.  They  might  be 
packaged  much  differently  for  physicians  and  their  offices  and  hos- 
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pitals.  We  need  to  look  at  that.  Otherwise,  the  highway  is  just 
going  to  be  terribly  expensive. 

Chairman  Wyden.  Any  liability  problems  developing,  insurance 
of  telemedicine  and  the  services  you're  offering? 

Mr.  Williams.  I  think  that  comes  up  all  the  time.  I'm  not  so  sure 
that  that's  going  to  be  a  problem.  When  people  don't  have  service, 
they'll  pretty  well  do  anything  they  can  to  use  the  services  that 
may  be  brought  to  them  by  any  method,  whether  you  have  a  physi- 
cian who  is  doing  the  circuit-riding,  there's  a  question  of  clinical 
competence  with  anyone. 

So  whether  it  comes  over  the  wires  or  whether  it  comes  in  per- 
son, we  have  to  be  careful. 

Chairman  Wyden.  What  about  the  status  of  network  providers 
with  respect  to  liability  if  something  goes  wrong? 

Mr.  Williams.  I  think  they  need  to  be  protected,  because  this  is 
new  technology  and  it  will  break.  I  hear  that  word  all  the  time 
with  all  of  our  computer  gurus.  I  think  that  most  of  the  time,  even 
in  health  care,  I  would  guess  that  we  could  have  a  failure  rate 
that's  higher  than  the  telephone  dial-up  rate  now  and  still  not  real- 
ly hurt  anyone.  I  really  believe  that. 

I  think  that  we  tend  to  look  at  worst  case,  but  I  do  think  we  have 
to  protect  the  telephone  companies  and  the  providers,  because  this 
technology  is  new.  It's  never  been  configured  for  health  care  deliv- 
ery. 

Chairman  Wyden.  How  would  you  determine  what  kinds  of  ad- 
vanced services  would  be  covered  under  a  new  health  plan? 

Mr.  Williams.  Only  by  those  that  have  been  tested  and  re- 
searched and  have  good  outcomes,  and  we  don't  have  much  of  that 
information  now. 

Chairman  Wyden.  So  at  some  point,  if  the  Oregon  health  plan 
concept  of  trying  to  really  assess  what  priorities  are  and  what's 
really  medically  effective  so  that  we  can  have  that  kind  of  informa- 
tion, you  would  see  those  principals  applying  to  telemedicine  at 
some  point. 

Mr.  Williams.  Absolutely. 

Chairman  Wyden.  OK  Ms.  Loftus,  let  me  ask  you  in  particular 
about  companies  being  able  to  take  advantage  of  services,  particu- 
larly for  employee  continuing  education  or  retraining.  Are  you  all 
involved  in  that?  How  is  that  being  developed? 

Ms.  Loftus.  Very  slowly  and  painfully.  We  have  about  12  indus- 
tries within  the  Portland  area  that  can  receive  our  teleclasses,  and 
that  is  it.  The  other  places  that  we  can  go  to  are  those  that  are 
covered  by  Oregon  Ednet  and  those  are  only  instructional  institu- 
tions. 

So  I  think  that  that  may  be  an  answer  to  your  question.  We  are 
not  getting  the  kind  of  coverage  that  these  employers  desperately 
need  and  are  crying  out  for.  Even  within  the  Corvallis  area, 
Hewlitt-Packard  is  not  able  to  receive  teleclasses  at  their  site. 
They'd  actually  have  to  go  to  OSU  to  receive  those  classes. 

What  we're  looking  for  is  sort  of  a  twofold  little  project.  One  is 
that  teleclasses  would  go  over  the  air  or  over  fiber  and  go  into  a 
room  where  a  lot  of  people  congregate.  Then  another  system  might 
be  where  researchers  or  scientists  are  at  their  desktop  and  they're 
receiving  video  and  audio  over  their  computers. 
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Chairman  Wyden.  Do  the  companies  not  know  about  this  or  is 
it  financing? 

Ms.  Loftus.  It's  that  the  infrastructure  has  not  been  built.  In 
the  Portland  area,  we  have  two  ITFS  carriers.  Throughout  Oregon, 
all  we  have  as  an  infrastructure  is  Oregon  Ednet.  There  is  no  other 
means  built  yet. 

Chairman  Wyden.  Stay  tuned. 

Ms.  Loftus.  I  plan  to. 

Chairman  Wyden.  One  last  question  for  you,  Mr.  Maddox.  Now, 
you  are  announcing  the  small  business  program  today.  You're  kind 
of  launching  this.  Why  don't  you  take  a  minute  and  describe  how 
what  you're  launching  today  will  help  small  companies  be  more 
competitive  and  more  efficient? 

Mr.  Maddox.  Well,  what  we  have  found  as  a  trade  association 
is  that  nearly  every  member  who  joins  joins  for  one  particular  rea- 
son, and  that  is  to  have  access  to  other  members  of  his  industry 
or  his  or  her  industry  in  order  to  be  able  to  exchange  information, 
to  learn  from  their  experience  and  to  share  information  back. 

They  don't  share  trade  secrets,  but  they  do  share  general  infor- 
mation on  where  the  industry  is  going  and  what  kinds  of  tech- 
nologies are  available,  what  kinds  of  business  operations  have  been 
effective  for  one  company  that  might  be  adopted  by  another. 

This  communications  system  is  merely  an  effort  to  extend  that 
kind  of  interaction  Statewide  and  make  it  available  electronically. 
Two  members  of  the  software  industry,  and,  as  I  said,  environ- 
mental technology  and  aerospace,  as  well.  This  is  a  prototype. 
When  it  works,  it  will  be — that  model  will  be  available  and  will  be 
extended  to  other  key  industries  in  the  State  of  Oregon  for  the 
same  purpose. 

So  that  somebody  living  in  Ashland  can  communicate  almost  as 
easily  with  somebody  living  in  Portland  as  he  can  with  somebody 
across  the  street.  That's  the  concept  and  that's  the  reason  that  the 
system  has  been  put  together. 

Chairman  Wyden.  I  m  going  to  spare  you  anything  else,  Mr. 
Maddox,  since  I  guess  you  all  have  the  prospect  of  a  Ron  Wyden 
speech  this  evening  at  your  annual  meeting  at  7  o'clock.  So  I'll 
spare  you  any  further  kind  of  trauma,  I  guess. 

Any  additional  comments?  It's  been  an  excellent  panel  and  I 
think  you  all  have  made  some  very  important  suggestions.  I  think 
what  you're  talking  about  is  really  something  that  helps  knit  us  to- 
gether in  our  State  rather  than  sort  of  separate  us  further  into  the 
Portland  metropolitan  area  and  rural  communities  and  your  ideas 
for  cooperation  are  ones  that  I'm  going  to  follow  up. 

I  thank  you  for  an  excellent  job.  We'll  be  working  very  closely 
with  you  on  these  issues. 

Our  next  panel  is  Chuck  Lenard,  US  West;  Beth  Edwards,  GTE; 
Mike  Dewey  of  the  Oregon  Cable  Television  Association;  Roger 
Harris  of  Crestview  Cable;  and,  Mr.  Pat  Hickey  of  AT&T. 

Welcome,  all  of  you.  It  is  the  practice  of  the  subcommittee  to 
swear  our  witnesses.  Do  any  of  you  have  any  objection  to  being 
sworn  as  a  witness? 

[No  response. 1 

Chairman  Wyden.  Please  rise  and  raise  your  right  hand. 

[Witnesses  sworn.] 
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Chairman  Wyden.  We  welcome  all  of  you.  Thank  you  for  your 
patience.  We'll  make  your  prepared  remarks  a  part  of  the  record 
in  their  entirety.  If  you  could  take  about  5  minutes  or  so  and  just 
kind  of  highlight  the  key  kinds  of  concerns,  I'd  appreciate  all  of 
your  cooperation.  Let's  begin  with  you,  Mr.  Lenard.  Welcome. 

TESTIMONY  OF  CHUCK  LENARD,  US  WEST  COMMUNICATIONS 

Mr.  Lenard.  Thank  you,  Congressman.  In  looking  at  the  order 
of  speakers  this  morning  and  anticipating  what  might  occur,  I 
chose  not  to  provide  any  written  testimony,  thinking  that  most  of 
what  I  would  write  in  advance  would  probably  have  been  said  by 
the  time  I  get  up  here,  and  I  was  correct. 

So  what  I'd  like  to  do  is  mainly  respond  to  a  couple  of  things  that 
were  said  and  make  some  points  that  I  think  are  particularly  criti- 
cal. One  thing  I  would  say  is  there  is  obviously  a  tremendous 
amount  of  interest  in  building  an  advanced  network  that  has  the 
capabilities  we've  talked  about  and  building  it  out. 

In  terms  of  doing  that,  speaking  as  one  of  the  companies  who 
will  be  heavily  involved  in  doing  it,  it  is  encouraging  to  see  the 
level  of  attention  that  is  being  given  right  now  through  the  legisla- 
tion that  is  in  the  House  and  through  the  efforts  of  Vice  President 
Gore  to  try  to  establish  the  ground  rules  which  we  will  be  working 
under. 

US  West,  this  week,  as  you  are  aware,  announced  a  very  signifi- 
cant investment  in  broad  band  technology  and,  to  a  large  degree, 
the  decision  to  make  that  investment  is  being  done  on  faith  that 
the  rules  that  will  be  established  in  terms  of  the  basis  on  which 
we  will  compete,  the  types  of  businesses  we  can  be  in,  will  be  ac- 
ceptable and  will  allow  a  reasonable  return. 

But  obviously  the  speed  at  which  companies  will  invest  in  the 
kind  of  technology  we're  talking  about  here  is  going  to  be  related 
to  the  rules  under  which  they  think  they  will  play  and  the  quicker 
that  those  rules  are  established  and  to  the  degree  that  they  are 
fair,  that's  going  to  have  a  lot  to  do  with  determining  the  level  of 
investment. 

I  think  it's  been  pretty  well  covered  thus  far  this  morning  the 
types  of  capabilities  which  this  new  technology  can  bring  along. 
We've  talked  about  remote  learning.  We've  talked  about 
telemedicine,  telecommuting.  A  couple  of  additional  things  that  I 
would  throw  in  that  are  of  particular  significance,  I  know  there  are 
companies  here  in  Oregon  who  are  very  interested  in  the  possibili- 
ties in  the  way  of  energy  management  and  the  ability  to  conserve 
energy  through  being  able  to  control  it  and  monitor  it  via  these 
types  of  telecommunication  facilities. 

Also,  efficiency  in  Government,  through  providing  Government 
information  and  collecting  information  for  the  Government  and 
communicating,  an  area  we  also  have  a  lot  of  interest  in  creating 
efficiency  in. 

The  point  I  would  make  as  we  look  at  the  cost  of  providing  these 
services,  that  we  look  at  it  on  a  total  system  basis.  A  lot  of  people 
have  made  the  point  this  morning  that  we  can  save  costs  in  the 
medical  field.  I've  mentioned  that  we  can  save  governmental  costs. 
Pete  Mackie  mentioned  the  potential  for  savings  in  terms  of  our  ac- 
tual highway  systems  by  providing  for  telecommuting. 


24 

So  as  we  look  at  the  cost  of  providing  telephone  services  to  peo- 
ple, I  think  it's  important  that  we,  at  the  same  time,  take  into  ac- 
count the  potential  savings  to  people  through  other  areas  that  they 
spend  money  in,  such  as  medicine  and,  of  course,  their  taxes. 

The  final  point  I'd  like  to  make,  and  this  relates,  in  large  part, 
to  how  we  stimulate  the  build-out.  I  think  there  is  a  very  impor- 
tant policy  issue  and  policy  decision  to  be  made  relating  to  what 
is  it  that  we  want  to  have  cause  companies  to  make  the  invest- 
ments. There's  this  basic  decision  between  Government  mandate 
and  requirements  and  rules  that  suggest  that  we  need  to  do  a 
build-out  and  rely  on  some  competition. 

It's  very  difficult  to  do  both.  If  you  rely  on  competition,  it  doesn't 
mean  that  there  cannot  be  some  mandates  and  requirements,  but 
the  two  can  be  very  relatively  incompatible.  So  if  we  want  to  rely 
on  competition,  I  think  that  there  needs  to  be  some  reservation 
about  having  the  Government  mandate  that  companies  make  in- 
vestment in  certain  areas.  Instead  we've  got  to  look  at  how  can 
Government  activities  and  the  rules  that  are  established  create  in- 
centives which  will  cause  competitive  firms  to  do  what  we  want 
them  to  do. 

I  think  there's  a  big  policy  issue  there.  As  we  look  at  some  of  the 
legislation,  particularly  in  the  Markey-Fields  bill,  it  would  seem  to 
call  for — in  addition  to  competition,  would  call  for  having  the  FCC 
mandate  particular  types  of  investment.  I  think  that  it's  important 
to  look  at  the  compatibility  of  that. 

Those  are  the  main  points  I'd  make  at  this  time. 

Chairman  Wyden.  Very  helpful.  We'll  have  some  questions  in  a 
moment.  Let  me  go  next  to  Ms.  Edwards. 

TESTIMONY  OF  BETH  EDWARDS,  GTE  COMMUNICATIONS 

Ms.  Edwards.  Thank  you  for  the  opportunity  to  present  GTE's 
views  on  significant  issues  not  only  important  to  the  customers  in 
Oregon,  but  to  all  Americans.  Today  I'd  like  to  talk  about  GTE's 
operations  in  Oregon,  GTE's  vision,  and  specific  actions  that  we 
feel  need  to  be  taken  or  avoided,  and  comment  on  recent  legislative 
proposals. 

GTE  Northwest  serves  about  a  million-and-a-half  customers  in 
the  northwest  region,  of  which  about  370,000  of  those  are  in  the 
State  of  Oregon.  Our  customers  range  from  the  most  technology-in- 
tensive companies  in  the  Sunset/I-5  corridor  to  the  fixed  income  re- 
tirees in  the  remote  or  rural  areas  of  Oregon. 

GTE's  vision  for  the  future  of  the  industry  calls  for  competitively 
providing  an  interactive,  intelligent,  public  network,  integrating 
voice,  video,  data  and  services.  Our  customers  will  be  able  to  pur- 
chase a  full  range  of  information  services  to  meet  their  needs.  In 
order  to  build  toward  that  vision,  GTE  has  been  investing  a  signifi- 
cant amount  of  money  to  bring  the  best  telecommunications  tech- 
nology to  our  customers  in  Oregon. 

Currently,  90  percent  of  our  customers  are  served  by  digital 
central  offices.  By  the  end  of  this  year,  98  percent  of  them  will  be. 
The  remaining  2  percent  will  be  served  by  1996.  Digital  is  key  to 
providing  access  to  these  advanced  new  services. 

With  our  current  technologies  that  we  have  today,  GTE  has  the 
capability  to  provide  all  our  customers  in  the  Portland  metro  area 


25 

with  ISD  and  services.  In  the  past  2  years,  GTE  has  tripled  deploy- 
ment of  fiber  optical  cable  in  Oregon.  We  began  by  linking  the 
central  offices  together  with  fiber  optic  cable.  Then  we  extended  it 
into  the  more  dense  serving  areas.  Then  we  took  it  into  the  neigh- 
borhoods. Soon  we'll  be  taking  it  to  the  curbs. 

This  building  block  approach  to  network  infrastructure  moves 
fiber  closer  to  trie  customer  in  a  phased  approach,  while  still  mak- 
ing full  use  of  existing  investment  to  bring  the  advanced  network 
features  to  customers. 

Many  features  that  the  small  business  customer  or  the  residen- 
tial customer  wants,  like  extended  area  service,  caller  ID, 
voicemail,  conference  calling,  can  be  used  today  with  our  existing 
digital  network,  including  the  copper  wire  segment  that  exists  in 
that  network. 

In  Washington  County,  we've  deployed  a  digital  fiber  optic  ring, 
providing  our  customers  with  the  most  advanced  technology  that  is 
available  anywhere  in  the  world.  This  fiber  ring  is  part  of  the  inner 
office  facilities.  So  not  only  are  the  large  customers  using  this  ring 
for  advanced  services,  it's  also  used  by  our  small  customers,  busi- 
ness customers,  and  our  residential  customers  for  voice  and  data 
requirements. 

Our  deployment  of  technology  is  based  on  customer  demand  and 
this  needs  to  continue.  Customers  with  no  need  for  certain  tech- 
nology are  not  required  to  purchase  it.  We're  opposed  to  mandated 
investment  policies  resulting  in  extensive  investments  for  services 
with  limited  demand.  Moreover,  technology  changes  daily  and  if  we 
mandate  universal  technology,  by  the  time  it's  implemented,  it  will 
be  obsolete. 

The  best  way  to  build  the  information  super  highway  is  to  deploy 
technologies  to  customers  who  need  them,  who  use  them,  and  who 
pay  for  them.  Technologies  should  be  pulled  into  the  market  by 
customers  and  not  pushed  back  by  mandates. 

During  1993,  the  Oregon  Legislature  enacted  H.B.  2203.  It's  an 
innovative  and  comprehensive  approach  to  creating  zones  for  tele- 
communications competition  for  Oregon.  The  effort  was  led  by  the 
Oregon  Public  Utility  Commission.  The  realization  which  led  to  the 
passage  of  that  bill  is  that  competition  already  exists  in  the  Oregon 
telecommunications  market. 

Competition,  not  regulation,  best  facilitates  the  employment  of 
the  information  super  highway.  Proposals  opening  local  networks 
to  competition  should  permit  Telcos  to  bring  competition  benefits  to 
our  existing  customers.  All  providers  in  competitive  markets  should 
have  similar  pricing  flexibility  and  the  opportunity  to  quickly  intro- 
duce new  services  and  compete  equally  with  new  entrants. 

Symmetry  between  existing  providers  and  new  entrants,  essen- 
tially to  competitive  environment,  GTE  doesn't  object  to  removal  of 
entry  barriers  for  local  exchange  competition  if  the  telephone  com- 
panies are  provided  freedom  to  compete.  Artificial  barriers,  such  as 
cross-ownership  bans,  are  unnecessary  in  a  competitive  arena;  safe- 
guards in  place  and  contemplated  in  the  legislature  to  deter  per- 
ceived abuses  of  cross-subsidization  and  market  control. 

Competitive  marketplace  focuses  on  services  provided  and  prices 
charged,  not  the  underlying  technologies,  that  may  or  may  not  be 
necessary  to  deliver  service.  It's  not  necessary  or  essential  to  pick 


26 

technology  winners,  like  ISD  inner-fiber  optics.  What  is  important 
is  the  availability  of  the  broad  range  of  information  services  to  the 
residents  of  Oregon,  such  as  distance  learning,  telemedicine, 
telecommuting. 

Universal  service  is  probably  the  most  important  feature  of  the 
current  telecommunications  policy.  It  must  be  preserved  to  ensure 
no  customers  are  left  out.  Competition  continues  to  force  elimi- 
nation of  certain  subsidies  essential  for  universal  service.  So  it's 
necessary  to  provide  pricing  reforms  and  to  create  new  sources  of 
financial  support  funded  by  all  communications  providers  to  sub- 
sidized high  costs  and  noncompetitive  service  or  customers. 

To  sum  up,  GTE's  position  can  be  summed  up  in  three  points, 
congressionally-mandated  technologies  or  services  cause  increased 
investment  to  provide  services  to  customers  who  may  not  want 
them,  but  have  to  pay  for  them.  We  believe  competition  allowing 
Telcos  to  respond  to  customer  demands  without  unnecessary  bar- 
riers or  restriction  ensures  that  the  technologies  deployed  are 
based  on  customer  needs  and  the  best  interest  of  the  consumer. 

Finally,  to  ensure  all  consumers  have  access  to  universal  service, 
we  need  clearly  defined  sources  of  financial  support,  with  all  tele- 
communications providers  paying.  GTE  applauds  H.R.  3636  be- 
cause it  provides  a  framework  for  debate  and  we're  looking  forward 
to  working  with  you  to  refine  portions  of  the  bill. 

We  know  it's  a  daunting  task,  but  as  so  is  often  the  case  in  Or- 
egon, with  the  commended  leadership  that  we  have,  we  know  it  can 
be  done. 

Thank  you. 

[Mr.  Edwards'  statement  may  be  found  in  the  appendix.] 

Chairman  Wyden.  Thank  you  very  much.  Very  helpful.  We'll 
have  some  questions  in  a  moment.  Mr.  Dewey,  welcome. 

TESTIMONY  OF  MIKE  DEWEY,  OREGON  CABLE  TELEVISION 

ASSOCIATION 

Mr.  Dewey.  Good  morning.  My  name  is  Mike  Dewey.  I  am  the 
executive  director  of  the  Oregon  Cable  Television  Association. 
There  are  approximately  700,000  cable  customers  in  Oregon.  The 
association  is  comprised  of  Oregon  cable  television  companies. 

On  my  right  is  Roger  Harris,  who  is  the  president  of  the  associa- 
tion. He  is  also  the  State  manager  for  some  smaller  cable  systems 
and  in  central  and  eastern  Oregon  under  the  umbrella  of  Crestview 
Cable.  He  will  talk  a  little  bit  about  the  small  cable  perspective, 
which  I  think  is  very  important  in  this  discussion. 

First  of  all,  I  want  to  commend  you,  Senator  Wyden — almost 
Senator  Wyden — Representative  Wyden. 

Chairman  Wyden.  I  don't  want  to  get  near  that  discussion. 

Mr.  Dewey.  Congressman  Wyden,  for  the  opportunity  to  discuss 
the  implications  of  the  information  super  highway.  I  have  some 
prepared  remarks  and  I  will  summarize  what  I  have  on  paper. 

First,  is  in  talking  to  your  staff,  it  appeared  that  you  asked  a 
question  as  to  why  should  regular  people  who  have  no  economic  in- 
terest in  the  so-called  super  highway  care.  From  the  other  wit- 
nesses and  the  testimony,  it's  clear  that  there  are  an  array  of  serv- 
ices that  are  extremely  important  in  that  particular  marketplace. 
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Second,  the  question  was  how  can  we  ensure  that  the  informa- 
tion super  highway,  which  we  all  would,  I  think,  say  is  a  good  idea, 
how  can  we  ensure  that  Congress,  the  FCC,  and  the  50  State  regu- 
latory bodies,  which  is  very  important  to  this  debate,  make  sure 
that  there  is  choice  and  competition.  I  think  probably  we  would  all 
agree  that  choice  and  competition  is  good,  the  proverbial  level  play- 
ing field. 

It's  difficult  to  define  and  describe,  but  to  ensure  the  businesses, 
entrepreneurs  and  others  have  an  opportunity  in  this  marketplace 
to  fail  or  succeed  on  their  own  merit  as  opposed  to  the  implications 
of  cross-subsidies  that  could  occur. 

Now,  we've  answered  the  first  question,  why  should  people  care, 
because  we  all  likely  would  agree  that,  in  short,  knowledge  is  pow- 
erful. By  having  additional  information,  you  can  do  better  in  your 
lives,  you  can  do  better  in  your  business,  and  also  there  is — in  the 
super  information  highway,  although  we've  not  talked  about  it,  the 
cable  industry  today  primarily  is  in  the  entertainment  business. 
Clearly,  there  are  entertainment  mechanisms  or  deliveries  that  will 
be  important  to  this. 

It  may  be  essentially  the  overriding  concern  to  build  it.  I  don't 
know  the  answer  to  that,  but  that  may  be  the  number  one  motiva- 
tion, multimedia  applications  that  we've  all  talked  about  as  we 
move  into  these  new  technologies. 

At  the  same  time,  we  talked  about  telemedicine.  Quite  frankly, 
as  we  develop,  it's  going  to  keep  people  alive.  This  clearly  is  a  good 
thing.  So  Oregonians  should  care  about  the  technology  and  what 
we  do  here  and  what  you  do  as  you  go  back  to  Washington,  DC. 

U.S.  cable  companies  today  have  built  the  only  broad  band  elec- 
tric pipeline  into  the  American  home.  It's  a  network  capable  of  sup- 
porting, with  relatively  affordable  upgrades,  such  productivity-en- 
hancing services  as  high-  speed  document  sharing  between  comput- 
ers, video  on  demand,  and  two-way  video  teleconferencing.  The 
cable  industry  passes  approximately  95  to  97  percent  of  the  homes 
in  the  United  States. 

In  1991,  there  were  approximately  13,000  miles  of  fiber  laid 
across  the  United  States.  At  year  end  1992,  there  were  23,000 
miles,  and  that  number  has  grown  significantly  in  1993.  I  can't  tell 
you  what  that  number  is,  but  it  is  significant. 

The  coaxial  carrying  capacity  of  cable  is  at  least  900  times  that 
of  the  copper  twisted  pair.  In  a  digital  domain,  it's  even  higher.  So 
clearly  as  we  talk  about  the  informational  highway,  we  can  talk 
about  fiber  cable.  Coaxial  cable  plays  a  very  important  role  in  this 
and  I  think  all  would  agree  as  you  lay  the  foundation. 

The  second  question  we  talked  about  is  how  can  we  ensure  that 
Congress,  the  FCC  and  the  State  regulatory  bodies  provide  for  com- 
petition. I  would  disagree  a  little  bit  with  the  previous  speaker  in 
the  sense  that  in  terms  of  telecommunications — and  we  have  to  de- 
fine what  that  is.  But  if  we're  talking  about  voice  and  data,  there 
is  very  little  competition  today  in  the  sense  that  99  percent  of  the 
business  goes  through  the  local  exchange,  as  it  relates  to  voice. 

In  some  respects,  if  there  is  competition,  it's  redundant  in  terms 
of  businesses  that  are  providing  for  alternatives,  alternative  access, 
whatever  the  case  may  be.  It's  very  important  for  them  to  have  a 
redundant  network  and  it  doesn't  make  any  sense  for  the  incum- 
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bent  operator  to  provide  that,  because  if  it  goes  down,  that  will 
probably  go  down. 

So  in  many  cases  where  you  have  companies  that  are  providing 
other  than  the  local  telephone  company  networks,  they  are  redun- 
dant. 

But  it's  very  important  that  we  talk  about  the  issue  of  competi- 
tion and  choice.  We've  heard  about  US  West  and  the  investment 
they're  going  to  make  in  the  Portland  area,  spending  $130  million 
on  an  advanced  technological  network.  That  is  competition  to  our 
core  business  and  we  recognize,  this  is  the  cable  industry  recog- 
nizes that  others  will  be  in  our  business;  not  just  the  telephone 
companies,  but  it's  direct  broadcast  satellite,  it  is  MMDS.  Those 
technologies  have  advanced  and  it's  very  clear  that  they  will  be  in 
the  core  of  our  business. 

At  the  same  time,  because  of  our  infrastructure,  we  are  hopeful 
that  Congress  will  move  forward  to  allow  the  cable  companies  into 
the  telecommunications  business;  again,  whatever  that  definition 
is.  At  the  same  time,  what  is  extremely  difficult  for  our  industry 
is  that  you  have  to  go  through  the  various  PUC's,  PSC's,  whatever 
they're  called  in  the  various  States,  to  receive  permission  in  some 
cases. 

Now,  we  are  very  fortunate  in  Oregon  that  we  have  a  PUC  Com- 
mission, and  I  applaud  them,  that  is  very  proactive.  They  are 
proactive  in  the  sense  of  looking  for  innovation  and  competition  in 
the  marketplace.  House  Bill  2203  came  from  them.  It  would  not 
have  passed  without  them  and  the  hard  work  that  they  took  to  get 
that  to  pass. 

At  the  same  time,  there  are,  unfortunately,  other  States  where, 
quite  frankly,  a  cable  company  cannot  enter  the  telecommuni- 
cations marketplace.  In  Texas,  for  example,  the  executive  director 
was  saying  to  me  that  the  case  you  have  to  make  is  you  have  to 
show  that  there  is  not  telephone  service  presently  in  that  area. 
Well,  that  would  be  an  impossible  test  to  meet.  So,  therefore,  you 
couldn't  provide  that  information. 

So  it's  important,  and  preemption  is  not  the  word  I  want  to  use. 
It's  the  barriers,  ensuring  that  there  are  certain  barriers  that  are 
withdrawn  at  the  local  and  State  level  to  allow  this  competition  to 
take  place.  At  the  same  time — and  let  me  say  unequivocally  for 
TCI  and  Bell  Atlantic  or  US  West  and  Time  Warner  and  the  merg- 
ers, the  investments  that  have  taken  place,  I'm  not  speaking  about 
those  kinds  of  entities. 

But  there  are  a  lot  of  medium  and  small  cable  companies  that 
do  not  have  the  opportunity  right  now  to  attract  because  of  a  vari- 
ety of  conditions,  and  one  is  rate  regulation.  It's  here.  It's  here  to 
stay  for  a  while.  They  need  some  breathing  room  if  they're  going 
to  compete  in  this  marketplace. 

As  a  matter  of  fact,  I  think  it's  very  important  to  look  at  House 
Bill  2203.  There  is  a  provision  in  that  bill  that  provides  that  the 
competition  portion  does  not  apply  to  the  local  exchange  carriers 
with  15,000  or  fewer  access  lines  until  1998.  So  to  a  degree,  we 
have  recognized  that  there  are  breathing  rooms  that  must  take 
place,  and  Mr.  Harris  is  going  to  talk  about  that  in  more  detail. 

The  cable  industry  recognizes  that  if  we  are  in  this  additional  en- 
hanced business,  telecommunications,  and  we  are  a  part  of  that 
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market,  that  we  have  to  make  a  contribution  to  the  universal  serv- 
ice fund.  I'm  not  going  to  pretend  today  to  describe  how  best  to  do 
that.  There  are  a  lot  of  ideas  that  have  been  floated  around,  State 
and  Federal  boards.  It  may  be  on  a  State-by-State  basis. 

But,  clearly,  we  have  to  make  sure  that  affordable  basic  service 
is  available.  If  we're  in  that  business,  we  have  an  obligation  to  en- 
sure that  that  happens,  and  that's  something  I  think  is  very  impor- 
tant here.  At  the  same  time,  it's  important  to  decide,  which  is  a 
major  question  as  you  do  that,  what  is  basic  telephone  service.  I 
don't  think  it  can  be  advanced  if  it's  called  basic  telephone  service. 

We  envision  a  network  of  networks  in  which  Americans  can 
choose  between  competing  providers  of  the  most  advanced  tele- 
communications services.  I'm  confident  that  Congress  can  move  for- 
ward to  do  that,  even  in  a  short  period  of  time,  because  I  think  the 
stakes  are  too  high  not  to  do  that. 

Just  in  the  long  distance  market,  as  that  was  deregulated,  I 
think  as  we  look  at  this,  there  will  be  additional  business,  growth, 
economic  opportunities  that  will  propel  this  telecommunications 
marketplace. 

I  want  to  thank  you  on  behalf  of  the  cable  industry  for  allowing 
us  the  opportunity  and  I  look  forward  to  answering  any  questions 
you  may  have. 

Thank  you. 

[Mr.  Dewey's  statement  may  be  found  in  the  appendix.] 

Chairman  Wyden.  Very  helpful.  Mr.  Harris. 

TESTIMONY  OF  ROGER  HARRIS,  CRESTVIEW  CABLE  SYSTEM 

Mr.  Harris.  Thank  you,  Congressman. 

Chairman  Wyden.  Since  we  gave  Mr.  Dewey  like  10  minutes,  if 
you  could  highlight  some  of  your  key  things,  it  will  help  us  move 
along. 

Mr.  Harris.  I'll  be  brief  as  I  can.  I  want  to  thank  you,  Congress- 
man Wyden,  for  this  opportunity.  I  am  Roger  Harris  with 
Crestview  Cable  TV.  While  what  Mr.  Dewey  spoke  about  is  evolu- 
tionary and  quite  exciting,  I  will  share — change  the  emphasis 
somewhat  and  address  the  concerns  of  small  cable  operators  and 
their  rural  customers. 

The  points  I  want  to  bring  up  or  emphasize  regarding  rural  areas 
and  the  future  of  telecommunications  in  these  rural  areas  are,  one, 
a  more  realistic  definition  of  what  is  a  small  system  needs  discus- 
sion and  clarification.  Two,  policy  must  provide  safeguards  against 
unfair  competition.  Three,  policy  must  provide  a  positive  impetus 
to  remove  the  uncertainty  lenders  have  toward  small  cable  opera- 
tors. Four,  policy  must  ensure  the  competitive  telecommunications 
playing  field  of  tomorrow  will  have  entities  available  to  compete 
when  tomorrow  arrives. 

If  policy  addresses  the  above-mentioned  concerns,  the  residents 
of  rural  Oregon  will  be  better  served  in  the  future.  Quicker  deploy- 
ment of  future  services  at  competitive  prices  can  be  a  reality. 

Without  going  into  details  at  this  time,  the  current  definition  of 
a  small  cable  system  is  simply  not  realistic  for  the  future.  The 
1,000  customer  cutoff  is  not  applicable  or  fair  to  the  customers  or 
the  cable  operators  in  Oregon  or  at  the  national  level. 


76-104  0-94-3 


30 

The  systems  from  1,000  up  to  even  15,000  or  20,000  are  at  a  ter- 
rible disadvantage.  This  puts  the  customers  of  these  systems  in  an 
unfortunate  situation.  Rural  cable  operators  will  be  able  to  provide 
many  of  the  proposed  enhanced  services  for  their  customers,  pro- 
vided public  policy  does  not  place  them  at  a  competitive  disadvan- 
tage. 

This  is  not  to  suggest  that  the  rural  cable  operators  or  small 
cable  operators  and  their  customers  will  be  the  first  to  participate 
in  the  new  services  of  the  information  super  highway.  However,  a 
significant  number  of  small  cable  operators  maintain  offices,  man- 
agement and  live  in  the  communities  they  serve.  Because  of  the 
knowledge  of  the  local  marketplace  in  an  already  operative  broad 
band  infrastructure,  I  believe  new  services,  where  applicable,  will 
be  deployed  much  sooner. 

As  an  example,  if  you  own  the  Pineville  system  and  that's  your 
primary  system,  you're  more  likely  to  use  your  capital  up  on  that 
system  and  look  at  a  national  scope  or  go— if  you're  more  of  a  na- 
tional company,  you're  going  to  go  to  the  high  density  urban  areas 
first.  The  smaller  operators  will  put  their  capital  into  their  smaller 
communities. 

Currently  many  system  expansions  and  upgrades  are  on  hold. 
The  delays  are  much  more  prevalent  in  the  small  rural  areas. 
These  delays  are  caused  by  the  uneasiness  of  lenders.  Relief  is 
needed  immediately.  Customers  of  these  systems  are  being  denied 
services  due  to  delays  in  the  infrastructure  improvements  as  a  re- 
sult of  lack  of  available  funding.  The  next  policy  on  telecommuni- 
cations must  encourage  lending  for  rural  areas  to  ensure  the  nec- 
essary services  become  available  sooner. 

For  rural  areas,  there  is  even  more  at  stake.  Oregon,  like  the  en- 
tire country,  has  a  multitude  of  rural  areas  currently  being  very 
well  served  by  small  cable  operators.  Besides  cable  services,  the 
cable  operator  is  a  valuable  asset  to  its  rural  communities  in  many 
ways. 

There  is  not  enough  time  here  to  go  into  all  the  good  things  that 
cable  companies  do  for  their  communities.  Often  these  significant 
community  contributions  go  unpublicized.  These  contributions  truly 
are  necessary,  beneficial  and  appreciated,  especially  in  the  smaller 
rural  communities. 

My  primary  concern  for  rural  consumers  is  the  timeframe  for  de- 
ployment of  services  of  the  information  super  highway  and  the 
availability  of  competitive  providers.  With  the  proper  safeguards, 
the  rural  cable  operators  can  be  the  competitive  providers.  What 
that  means  for  rural  consumers  is  that  with  two  providers  avail- 
able, deployment  can  be  sooner  and  will  be  competitively  priced. 

Should  policy  or  legislation  tilt  the  competitive  playing  field 
against  the  small  cable  operators,  this  could  leave  rural  consumers 
with  only  one  wire  line  telecommunications  provider.  This  would 
put  these  consumers  at  a  disadvantage  in  pricing  and  deployment 
of  the  new  services. 

To  add  to  what  you  said  earlier,  we  may  be  the  less  expensive 
off-ramp  already  with  the  coaxial  cable  and  the  broad  band  systems 
we  have  in  the  smaller  communities,  specifically  in  Oregon. 
Thank  you. 
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Chairman  Wyden.  Thank  you  very  much.  That's  helpful  and 
we'll  have  some  questions  in  a  moment.  Mr.  Hickey,  welcome. 

TESTIMONY  OF  PAT  HICKEY,  AT&T 

Mr.  HlCKEY.  Thank  you,  Congressman.  Good  morning.  My  name 
is  Pat  Hickey.  I  do  work  for  AT&T  in  Oregon,  representing  that  or- 
ganization before  the  Commission,  before  the  legislature  and  deal- 
ing with  other  players  in  the  industry;  namely,  the  30  or  so  other 
telephone  companies. 

As  a  constituent,  I  want  to  congratulate  you,  Congressman 
Wyden,  on  being  consistent.  I  think  you'll  remember  about  20  years 
ago,  you  and  I  had  a  conversation  in  Eugene  about  the  cost  of  tele- 
phone service  for  seniors  and  I  noticed  you  opened  your  comments 
today  with  that.  If  constituents  admire  nothing  else  in  their  elected 
officials,  it's  consistency  and  that's  much  appreciated. 

I'll  try  to  answer  briefly  the  questions  that  were  asserted.  I  think 
the  information  highway  concept  to  people  like  me  who  work  for  a 
company  like  AT&T,  and  also  as  a  native  Oregonian,  going  through 
some  of  the  environmental  changes  that  we  are  going  through,  see 
the  information  highway  as  perhaps  an  answer  to  a  fact  like  there 
will  be  41,000  more  commuter  cars  in  Portland  in  5  years.  I  think 
some  of  the  questions  and  answers  about  telecommuting  will  be 
helpful  in  that  regard. 

I  think  the  information  highway— we've  talked  enough  about 
that.  But  it  basically  is  an  answer  to  some  of  our  population  den- 
sity questions,  economic  development  questions,  and  so  on.  The 
sooner  we  get  on  with  it,  the  better,  which  gets  to  the  point  about 
the  three  basic  Government  assertions  that  are  now  before  us  that 
are  being  considered. 

They  are  basically  Vice  President  Gore's  speech  the  other  day, 
talking  about  the  telecommunications  super  highway,  the  Markey 
bill  and  the  Brooks-Dingell  bill.  Let  me  address  those  just  briefly. 

AT&T's  position  will  probably  be  no  surprise  to  anybody  here. 
We  certainly  agree  with  Vice  President  Gore's  assertions  about  the 
five  points  on  competition.  One  in  particular  that  I  believe  he  made 
and  he  made  very  well  was  that  true  competition  must  exist  in  the 
local  exchange  before  the  companies  now  involved  in  local  exchange 
business  can  really  be  allowed  to  enter  into  other  businesses. 

If  I'm  not  mistaken,  that  was  one  of  his  assertions.  The  Markey 
bill,  as  presented,  basically,  AT&T  has  no  problem  with  that  bill. 
It  does  allow  for  entry  into  the  local  exchange  business,  fosters  that 
entry,  and  certainly  we  are  in  favor  of  that. 

The  Brooks-Dingell  bill  basically  is  a  very  good  bill.  There  are  a 
couple  of  flaws  and  I  suppose  you  could  guess  what  we  might  say 
about  those.  That  is,  in  particular,  that  there  is  no  test  for  evidence 
of  true  competition  in  the  local  exchange.  I  guess  I  can  try  to  make 
a  metaphor,  these  are  always  dangerous,  but,  Congressman  Wyden, 
if  you  are  running  for  somebody  else's  position  and  that  other  per- 
son's incumbency  consisted  of  99.4  or  6  percent  of  the  voters  were 
preselected  to  that  person,  you  would  find  it  very  difficult  to  enter 
that  marketplace. 

That  may  not  be  exactly  analogous  to  what's  going  on  today,  but, 
in  fact,  that  is  the  case.  We  believe  that  competition  should  be  al- 
lowed to  enter  the  local  exchange  market  unfettered.  When  that  is 
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done  and  when  it's  effective  and  when  there  are  people  who  have 
options  for  local  dial  tone,  then  we  believe  the  regional  Bell  Compa- 
nies can  be  released  to  go  into  other  product  applications,  such  as 
long  distance. 

That's  been  our  position.  Consistency,  again,  is  a  model  of  some- 
thing, I  guess.  I  would  offer  that  in  Oregon,  this  Commission,  as 
Mike  alluded  to  and  as  many  of  us  know,  is  a  progressive  Commis- 
sion. The  first  application  for  a  local  intra-exchange  authority  oc- 
curred 3  years  ago.  It  was  just  approved,  through  no  fault  of  the 
Commission.  It  took  time  for  the  legal  process  to  take  effect. 

I'll  remind  you  that  that  application  is  for  only  dedicated  point- 
to-point  private  line  services.  It  does  not  switch  anybody's  local  ex- 
change service.  There  is  no  dial  tone  involved  in  that.  It  will  take 
time  for  local  competition  to  emerge  and  it  will  take  time  for  those 
who  want  to  provide  it  to  take  roots. 

I  will  close  with  just  an  observation.  I  think  you  mentioned  opt- 
out  system  for  this  new  information  highway.  Being  an  old  market- 
ing person  with  Pacific  Northwest  Bell  and  AT&T,  I  believe  that 
there  should  be — the  Government  and  the  industry,  all  of  us  should 
work  together  to  make  an  opt-in  system  as  available  as  possible  to 
everybody  at  the  lowest  possible  cost.  I  think  that's  doable.  I  think 
it  takes  Government  and  industry  working  together  to  do  that. 

Chairman  Wyden.  Well  said.  Thank  you.  Let  me  just  start  it  off 
this  way.  I  suspect  that  when  the  dust  clears  in  the  next  week  or 
two  and  people  start  getting  some  follow-up  articles  on  the  infor- 
mation super  highway,  for  a  lot  of  people,  what  it's  going  to  come 
down  to  is,  OK,  all  these  folks  in  telecommunications  want  to  have 
the  relaxation  of  the  regulations. 

They  just  look  at  all  these  Government  rules  and  regulations  and 
they  want  them  relaxed.  They're  going  to  hear  people  like  me  say, 
you  know,  we  ought  to  do  some  of  that.  We  really  ought  to.  It's 
going  to  help  us  get  new  services  in  line  that  communications  ad- 
vance with.  There  is  a  lot  of  competition  and  we  ought  to  do  it.  We 
ought  to  have  a  significant  amount  of  deregulation. 

What  the  person  is  going  to  say  on  the  street,  however,  the  so- 
called  end  user,  parentheses  voter,  is  going  to  say,  OK,  here  are  all 
these  people  in  politics  and  in  Government  talking  about  how 
there's  going  to  be  some  deregulation,  relaxation  of  the  rules,  and 
they're  going  to  say  what  do  I  get  out  of  it,  what's  in  it  for  me  as 
a  result  of  all  this  relaxation  of  rules. 

Let  us  kind  of  go  down  the  row  so  that  we  can  hear  from  each 
one  of  you  for  the  record.  In  return  for  the  centerpiece  of  what  your 
business  organization  is  looking  for,  which  is  some  deregulation, 
some  relaxation  of  rules,  which  I  happen  to  think  is  warranted  and 
appropriate,  give  me  the  response  for  the  person  on  the  street  in 
terms  of  what  they're  going  to  get  as  a  result  of  the  kind  of  deregu- 
lation and  relaxation  of  rules  you're  interested  in. 

Mr.  Lenard,  why  don't  you  start? 

Mr.  Lenard.  First  of  all,  we're  interested  in  seeing  the  network 
built  out.  There  needs  to  be  incentives  in  today's  regulation.  I  won't 
speak  necessarily  of  Oregon  because  Oregon  has  been  progressive 
in  this  respect,  but  certainly  further  opportunity  can  create  incen- 
tives to  cause  companies  to  invest  because  they  feel  that  they've 
got  a  better  opportunity  for  return  of  their  capital. 
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So  we're  trying  to  incent  building  of  the  broad  band  network. 
Certainly  some  changes  in  regulation  would  help  that. 

Chairman  Wyden.  What  does  that  mean  for  Mrs.  Jones,  who  is 
retired  and  probably  staring  at  a  big  prescription  drug  bill,  pros- 
pect of  long-term  care  costs?  What  does  it  mean  for  somebody  who 
is  a  consumer,  who  is  looking  at  all  these  things  and  is  going  to 
come  to  a  town  hall  meeting  of  mine  and  ask  me  what  she's  getting 
out  of  it? 

Mr.  Lenard.  Well,  what  she  can  get  out  of  it  are  some  of  the  ca- 
pabilities that  are  going  to  come  from  that  investment  which  we 
will  make.  In  the  case  of  the  individual  you  speak  of,  the  potential 
benefits  of  telemedicine  may  be  great  in  helping  to  reduce  her  med- 
ical costs  and  allowing  her  to  get  care  and  monitoring,  if  she  is 
having  medical  difficulty,  from  her  home  instead  of  having  to  go  to 
the  doctor's  office  or  the  hospital. 

So  availing  herself  of  services  potentially  on  an  opt-in  basis  or, 
as  you  suggested,  not  opting  out  of  the  services,  is  one  thing  she 
would  be  able  to  do.  I  would  not  suggest  at  this  point  in  time  that 
all  regulations  which  benefit  and  protect  her  be  eliminated.  The 
concern  is  that  prices  be  reasonable  that  she  is  paying  and  we  do 
not  feel  that  it's  inappropriate  to  have  regulation  of  prices  for 
which  there  is  no  competition. 

But  if  regulation  changes  in  a  fashion  that  would  incent  competi- 
tion, she  should  benefit  in  the  long  run  by  having  competition  offer 
different  service  alternatives  to  her  and  attempt  to  offer  her  a  price 
which  she  would  consider  affordable,  because  there  would  be  com- 
petition for  price,  as  well.  So  I  think  she  gets  services  and  to  the 
degree  that  competition  isn't  totally  effective  right  now,  then  regu- 
lation ought  to  assure  that  prices  are  reasonable  to  her. 

Chairman  Wyden.  She  gets  services  in  rural  areas? 

Mr.  Lenard.  Ultimately.  We  were  talking  earlier  about  build-out 
and  what  might  create  the  incentives  for  build-out.  I  think  there 
definitely  are  ways  that  services  could  ultimately  come  to  the  rural 
areas.  One  thing  that  was  mentioned  earlier  was  State  spending 
and  how  the  State  spends  for  its  own  telecommunications. 

We,  as  a  company,  are  looking  at  the  possibility  in  rural  areas 
to  try  to  enhance  the  economics  of  collaborating  with  cable  compa- 
nies so  that  if  you're  in  a  small  community  where  it  would  be  per- 
mitted for  us  to  collaborate  with  the  cable  company  and  put  up  one 
system  rather  than  having  us  competitively  build  out  the  broad 
band  twice,  that's  another  thing  that  would  enhance  the  potential. 

Just  in  terms  of  the  form  of  regulation  and  the  type  of  funding 
that  might  be  available  creating  incentives  for  companies  to  build 
in  rural  areas  is  positive  and  that  can  be  accomplished  through 
some  of  the  structure  of  how  we  go  about  funding  universal  service. 
Commissioner  Smith  mentioned  earlier  that  thats  one  of  the  things 
that  is  important  to  preserve  is  the  funding  of  universal  service  in 
rural  areas. 

So  I  think  there  are  quite  a  few  things  that  can  be  done  to  incent 
moving  in  that  direction. 

Chairman  Wyden.  How  would  you  answer  the  question — you  all, 
I  gather,  with  some  revisions,  are  in  support  of  both  of  the  bills, 
the  Markey-Fields  bill  and  the  Dingell-Brooks  bill. 

Mr.  Lenard.  With  some  revisions. 
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Chairman  Wyden.  How  would  you  answer  the  question  then 
from  the  consumer's  standpoint,  what  does  the  consumer  get  as  a 
result  of  those  two  bills? 

Mr.  LENARD.  Well,  I  think  in  both  cases,  the  consumer  gets  alter- 
natives, the  benefits  of  competition.  If  you  look  specifically  at  Mar- 
key-Fields,  it  is  trying  to  set  the  groundwork  that  would  allow 
cable  companies  and  others  to  be  effective  in  providing  local  service 
and  competition  with  the  local  telephone  company. 

What  does  that  mean  to  the  type  of  end  user  you're  talking 
about?  That  means  that  everybody  is  competing  to  provide  the  best 
quality  service  to  that  person,  to  provide  services  that  meet  the 
needs  of  that  individual,  and  to  try  to  meet  their  affordability  re- 
quirements. 

There  are,  I  will  be  the  first  to  admit,  people  who  come  to  us 
today  and  say  if  I  had  an  alternative,  and  then  you  can  imagine 
what  follows  from  that.  So  customers  do  want  alternatives  and  I 
think  that  those  bills  are  supportive  of  creating  that  competition. 

Chairman  Wyden.  Let  me  give  US  West  a  chance  to  make  a  lot 
of  Oregonians  happy  today.  As  you  are  aware,  on  the  day  that  the 
Vice  President  made  his  speech,  Bell  Atlantic  said  that  it  would, 
in  effect,  allow  schools  to  hook  up  to  its  network  for  free.  They 
would  waive  the  charges  in  the  service  area  and  that  Bell  Atlantic 
was  saying  that  as  a  result  of  the  new  telecommunications  policies, 
obviously,  they  have,  just  like  US  West  does,  some  special  interests 
and  some  special  mergers  under  discussion. 

They  have  an  interest  in  trying  to  win  public  support  for  their 
changes.  Can  you  tell  us  today  that  US  West  would  be  willing  to 
do  what  Bell  Atlantic  was  willing  to  do  and  say  that  you  will  hook 
the  schools  up  to  your  network  free  of  charge? 

Mr.  Lenard.  I  could  probably  get  a  third  headline  this  week  if 
I  did,  but  I'm  not  in  a  position  to  offer  that.  I  will  say  that  our 
Chairman,  Dick  McCormick,  did  just  send  off  a  letter  to  Mr.  Mar- 
key  in  response  to  a  question  about  what  we  want  to  plan  to  do 
for  education  and  we  are  taking  some  initiatives. 

We  are  supportive  of  trying  to  find  ways  not  just  to  hook  up 
schools,  but  as  Vice  President  Gore  suggested,  schools,  hospitals, 
and  so  forth,  to  get  the  maximum  benefit  of  the  highway.  One  of 
the  hesitations  here  is  I  think  we've  got  a  real  policy  issue  and  I 
can't  tell  you  the  economics  that  Bell  Atlantic  and  TCI  looking  at 
and  I  cannot  speak  for  them. 

But  there  is  no,  per  se,  free  service.  There  is  a  cost  of  hooking 
everybody  up  and  we  are  into  a  subsidy  issue  as  to  how  that  should 
be  funded.  That's  got  implications  like  funding  or  subsidizing  rural 
areas  or  subsidizing  particular  ratepayers,  how  does  it  get  paid  for 
and  does  it  get  paid  for  by  the  other  individuals  who  are  subscrib- 
ing to  telephone  service,  such  as  the  one  you  were  talking  about. 

So  we  definitely  want  to  work  with  Oregonians  to  find  ways  to 
make  those  kinds  of  connections,  but  I  can't  offer  today  to  do  it  for 
free. 

Chairman  Wyden.  All  right.  Let  me  ask  you,  if  I  could,  about  one 
of  your  other  headlines  of  this  week,  so  at  least  I  can  understand 
it.  The  Oregonian  article  which  describes  US  West's  new  invest- 
ment plan  says  that  one  way  the  company  is  going  to  recoup  its 
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investment  would  be  by  charging  customers  extra  fees  on  their 
phone  bills. 

Now,  are  those  fees  going  to  be  charged  to  all  the  phone  cus- 
tomers in  the  area,  whether  or  not  they're  interested  in  new  serv- 
ices, or  would  it  only  be  charged  to  people  as  they  use  it,  so  that 
people  would,  in  effect,  sort  of  have  a  kind  of  like  pay-per-use  kind 
of  thing? 

Mr.  Lenard.  It's  the  latter,  Congressman.  The  intent  is  not  to 
charge  people  for  things  that  they  don't  use  and  customers,  either 
on  an  opt-in  or  opt-out  basis,  as  you  suggested,  need  to  have  the 
option  to  continue  with  the  level  of  service  they  do  today  and  to 
avoid  being  impacted  in  terms  of  the  cost  of  that  service  by  this  ad- 
ditional investment. 

Chairman  Wyuen.  How  long  do  you  think  it's  going  to  take  to 
really  determine  the  success  of  the  experimental  effort  that  was  an- 
nounced this  week  in  Portland  and  the  rest  of  the  State  might  be 
begun  to  be  brought  in,  as  well? 

Mr.  Lenard.  I  really  couldn't  estimate.  Certainly,  if  we're  going 
to  look  at  what  the  market  response  is,  it  is  going  to  take  a  while, 
because  even  after  we  complete  the  deployment  in  early  1996  or 
end  of  1995  of  the  facilities,  that  is  just  going  to  be  the  beginning 
of  bringing  new  services  on.  Those  are  going  to  come  on  over  a  long 
period  of  time,  as  there  are  educational  opportunities,  as  there  are 
energy  control  opportunities  and  so  forth. 

So  just  looking  at  the  economics,  I  don't  think  we're  going  to 
want  to  wait  that  long.  I  would  say  we  will  begin  to  broaden  it.  I 
mentioned  earlier  that  certainly  a  factor  in  terms  of  how  ubiquitous 
the  deployment  is  is  what  comes  out  of  a  lot  of  these  public  policy 
determinations. 

So  it's  both  what  happens  in  the  marketplace  and  what  the  rules 
of  the  game  turn  out  to  be. 

Chairman  Wyden.  Let's  just  move  on,  in  the  interest  of  time.  Ms. 
Edwards,  a  question  for  you  in  terms  of  what  you  all  would  be  in 
a  position  to  do  for  the  consumer  with  the  passage  of  these  gen- 
erally deregulatory  pieces  of  legislation. 

Ms.  Edwards.  Congressman,  I  neglected  to  identify  my  position 
in  the  company.  I'm  the  vice  president  and  general  manager  of  the 
Northwest  Region.  So  I  wanted  to  qualify  that  because  I'm  going 
to  come  at  this  a  little  more  concrete. 

Chairman  Wyden.  I  think  it's  just  real  hard  to 

Ms.  Edwards.  I  want  to  come  out  a  little  more  concrete  in  that 
GTE  recognizes  that  competition  exists  today  and  it  exists  mainly 
in  the  large  business  segment.  But  we  have  been  positioning  for 
competition  for  a  few  years. 

The  rural  customer  has  already  realized  some  benefits  of  that, 
which,  of  course,  they'll  continue  to  realize  in  the  future.  A  few  ex- 
amples of  that  would  be  we  have  been  aggressive  in  getting  our 
digital  central  offices  upgraded.  They  have  not  seen  significant  in- 
creases in  prices.  They've  seen  their  quality  improve.  We've  had 
customer  surveys  going  on  for  years  that  ask,  on  a  random  sam- 
pling basis,  residences  and  small  businesses  do  you  think  our  serv- 
ice is  good  or  excellent,  and  we  have  programs  in  place  to  improve 
that. 
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So  we  have  been  positioning  for  competition.  Our  employees 
know  that  if  we  do  not  provide  the  services  our  customers  want, 
we'll  lose  them.  We're  process  re  engineering  our  company  from  the 
bottom  up  and  we've  implemented  three  major  changes  this  year 
that  have  improved  services  to  our  residential  and  small  business 
customers. 

So  that's  a  more  concrete  answer,  instead  of  talking  into  the  fu- 
ture. They'll  just  continue  to  realize  benefits  like  that  in  the  future. 

Chairman  Wyden.  What  about  the  question  of  wiring  schools  in 
your  area  for  free  and  GTE  doing  what  Bell  Atlantic  is  willing  to 
do? 

Ms.  Edwards.  GTE  has  always  been  a  bit  proponent  for  edu- 
cation. We  have  gift  scholarship  programs  that  we  do  with  the  edu- 
cators and  a  number  of  programs  like  that.  Now,  our  policy  is  that 
we  don't  believe  that  free  service  to  schools  should  be  mandated. 

What  we  feel  is  that  we  should  offer  those  services  at  a  dis- 
counted rate.  An  example  of  what  we're  doing  right  now  with  the 
education  community  in  Snohomish  County,  Washington,  we've 
been  working  with  the  superintendents,  the  13  superintendents  in 
that  county,  linked  in  with  local  Government,  with  libraries,  and 
to  build  a  county-wide  network. 

We'll  be  in  partnership  with  Microsoft,  IBM,  Hewlitt-Packard. 
We're  working  with  these  partners  to  develop  a  corporation,  a  non- 
profit corporation  that  businesses  and  foundations  would  fund.  We 
would  build  that  network  out.  So  the  county  essentially  would  have 
its  own  interactive  network  for  schools,  communities,  all  types  of 
services. 

Chairman  Wyden.  I  would  urge  you  to  sharpen  your  answer  to 
these  questions,  because  what  you  have  basically  said  is,  we're 
doing  a  bunch  of  stuff  already  and  it's  useful,  and  there's  no  ques- 
tion that  that's  the  case  and  I  and  other  elected  officials  are  going 
to  support  it. 

But  we're  talking  about  the  future  and  the  tele 

Ms.  Edwards.  I  think  that  the  Snohomish  County  effort  is  the 
future.  That  is  a  county-wide  information  network.  That  is  what  it 
is.  That  is  the  future.  I  don't  know  of  any  other  county  that's  doing 
that  kind  of  effort  right  now.  That  is  the  future. 

Chairman  Wyden.  How  much  does  that  cost  the  Snohomish? 

Ms.  Edwards.  Well,  we  starting — we're  starting  out  funding  a 
million  dollars  to  have  an  interactive  community  center  and  to  link 
in  the  schools.  So  there  will  be  a  teacher  in  one  school  teaching 
Japanese  and  other  students  will  be  listening  in.  We'll  have  com- 
munity members  come  in  and  they  can  observe  it  in  the  community 
centers.  So  there's  all  types  of  applications. 

The  hardware  technology  is  the  easiest  part  of  it.  What  the  hard- 
est part  is  to  get  the  community  to  get  surrounded  and  agree  on 
the  type  of  applications  and  the  uses  of  it  and  have  the  parents  and 
the  teachers  and  the  common  citizens  support  it.  That's  the  hardest 
part. 

Chairman  Wyden.  It  sounds  like  a  great  idea.  I  guess  my  point 
really  is  is  citizens  are  going  to  say  from  this  point  on,  here  we 
have  a  piece  of  legislation  that's  being  debated.  Congress,  policy- 
makers are  going  to  deregulate  the  communications  field,  what  is 
going  to  be  done  in  addition  to  what  is  already  being  done.  What 
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you  have  told  me  is  you  all  are  doing  some  useful  things  and  they 
sound  terrific. 

The  Snohomish  Program  sounds  wonderful,  but  I  think  that  pol- 
icymakers are  going  to  have  to  get  more  hard  specifics  about  what 
is  going  to  come  out  of  this  for  the  future,  that  is  new  and  specific, 
and,  in  particular,  allows  the  public  to  say  here  we've  got  a  situa- 
tion with  the  basic  phone,  where  more  than  90  percent  of  the  coun- 
try is  covered;  now,  all  these  folks  want  to  have  communications 
deregulated. 

Are  90  percent  of  the  people  going  to  be  eligible  for  certain  other 
kinds  of  services  as  a  result?  Are  they  going  to  be  able  to  get  two 
extra  services,  four  extra  services,  or  no  extra  services? 

Ms.  Edwards.  We're  going  to  follow  the  customer  demand  and 
we've  been  real  active  at  doing  studies  to  understand  what  that  is, 
in  mailing  post  cards  to  residential  homes  and  asking  them  the 
type  of  services  they  want.  We  aren't  doing  that  just  in  the  metro- 
politan environments. 

So  our  whole  stance  is  that  we're  going  to  understand  what  the 
customers  want  and  we're  going  to  serve  them.  We  aren't  talking 
about  the  year  2000.  We  have  plans  that  are  going  on  right  now, 
in  1995.  This  is  real  time  of  us.  We  don't  think  about  it  as  the  fu- 
ture. 

Chairman  Wyden.  Let  me  move  on  a  little  bit.  Mr.  Dewey,  a 
question  for  you.  Since  you  all  are  going  to  be  in  the  situation,  or 
at  least  some  of  your  members,  where  phone  and  cable  are  com- 
mingled, maybe  ask  you  the  same  question.  Are  your  members  will- 
ing to  put  their  network  up  to  the  educational  system  for  free? 

Mr.  Dewey.  Congressman  Wyden,  I  suspect  it's  going  to  vary  de- 
pending on  costs.  Clearly,  in  rural  areas,  you  have  different  costs. 
There  is  no  question  about  that.  Mr.  Lenard  talked  about  mergers 
and  that  is  something  that  should  be  contemplated  in  all  of  this  in 
some  of  the  smaller  communities,  where  it  does  not  make  any 
sense. 

We  have  two  wires  into  the  home,  by  and  large,  cable  and  tele- 
phone, at  least  65  percent  on  the  cable  side,  90-some  percent  on  the 
other  side.  Our  hope  is  that  there  is  an  opportunity  for  these  two 
wires. 

Now,  clearly,  the  cable  industry,  through  cable  in  the  classroom, 
has  wired  schools  throughout  Oregon  and  throughout  the  United 
States.  Of  course,  you  have  the  announcement  on  January  10  from 
TCI  and  Bell  Atlantic  that  basically  it's  not  just  wiring  these 
schools,  but  ensuring  that  they  have  this  infrastructure  and  the 
ability  to  access  Internet,  Express,  Prodigy,  whatever  the  case  may 
be. 

I  think  that  is  clearly  important  not  only  from  the  marketing 
standpoint,  but  it's  clearly  important  as  we  deal  with  the  edu- 
cational problems.  We're  not  going  to  get  into  that  today,  but  that's 
part  of  the  solution. 

I  think  it's  very  important,  though,  to  recognize  that  what  I 
think  is  going  to  happen  is  you're  going  to  see  lower  costs  if  this 
competition  succeeds.  It  happened  in  the  long  distance  marketplace 
and  the  market  grew. 

Clearly,  we  don't  know  what  all  the  services  that  are  going  to  be 
marketable  and  at  what  cost.  It  is  a  trial  and  error  basis  and  that's 
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why  US  West  is  not  going  to  spend  a  billion,  they're  going  to  spend 
$130  million  to  find  out  in  the  Portland  market,  which  is  probably, 
from  the  standpoint  of  building  it  out,  the  best  way  to  go. 

Chairman  Wyden.  I  understand. 

Mr.  Dewey.  But,  clearly,  the  costs  are  going  down  and  that's  why 
we're  putting  fiber  in.  That's  why  other  companies  are  putting  fiber 
in.  It's  efficient  now.  It  works  extremely  well  and  those  costs  con- 
tinue to  go  down.  So  it's  going  to  be  a  benefit  for  the  consumer  be- 
cause they  can  choose  and  it's  going  to  be — we  all  know  that  cost 
is  an  important  factor.  There's  no  question  about  that. 

Chairman  Wyden.  Mr.  Harris? 

Mr.  Harris.  Regarding  cable  operators  and  charging  like  for  edu- 
cation, I  know  of  no  cable  system  that  charges  a  monthly  service 
fee  to  a  school  for  the  service.  I  know  of  a  lot  of  them  that  give 
it  free  and  installation  varies.  Some  of  them  pick  up  part  and  that's 
a  variable.  As  far  as  an  ongoing  operational  expense  to  the  schools, 
I  don't  know  of  any  that  charge  for  it. 

Regarding  Bell  Atlantic  and  TCI,  I  believe  a  lot  of  that— TCI  has 
been  a  real  pioneer  in  cable  in  the  classroom  and  really  been  a  real 
proponent  of  that,  and  I  think  they  are  to  be  commended  for  the 
video  opportunities  they've  provided  for  a  lot  of  students  and  com- 
puterization, et  cetera. 

I  suspect  that  will  continue.  Different  services  may  come  with 
charges.  We  don't  know.  As  far  as  the  video  services,  the  cable  we 
have  right  now,  I  suspect  that  will  be  offered  the  same  as  it  is  right 
now.  We  like  to  work  with  the  schools  and  we  have  systems  that 
have  a  schools  channel.  I  have  one  in  particular  that  we  are 
hardwired  into  the  school.  The  school  has  a  bulletin  board  which 
they  make  announcements,  school  lunches,  programs.  They'll  tape 
the  classroom  sessions  and  try  to  outreach  into  the  community  to 
generate  more  support  for  education. 

I  think  you'll  continue  to  see  that  sort  of  outreach  as  far  as  help- 
ing the  consumer. 

Chairman  WYDEN.  Mr.  Hickey? 

Mr.  HlCKEY.  Congressman,  which  question,  the  free  service  to 
schools  or  the  deregulation  question? 

Chairman  Wyden.  The  free  service  to  schools,  I  guess,  is  a  little 
bit  different  for  you  all  than  the  local  folks.  But,  no,  in  terms  of 
the  benefits  of  deregulation.  What's  in  it  for  the  consumer?  I  have 
to  tell  you  that  providers  are  going  to  get  asked  this  question,  I 
think,  in  increasingly  persistent  kinds  of  ways  and  it  is  not  going 
to  be  enough  to  say,  well,  we'll  do  it  when  we  feel  like  it,  we'll  do 
it  after  we  send  out  some  post  cards,  we'll  do  it  because  we  think 
it's  going  to  help  and  it's  going  to  make  sense  at  some  point  some- 
day somewhere. 

I  think  that  as  this  debate  gets  sharpened  over  the  next  few 
weeks,  this  is  going  to  be  a  central  kind  of  question,  because  clearly 
industry  groups  are  going  to  receive  some  benefits.  There  is  going 
to  be  deregulation  and  that  is  a  wise  public  policy  in  many  re- 
spects. 

But  there's  got  to  be  some  symmetry  so  that  people  who  we're 
accountable  to  are  going  to  see  something  in  return.  You  wrap  it 
up  in  terms  of  AT&T  and  what  you  think  is  down  the  road.  Mr. 
Dewey,  I  think,  talked  about  what  people  mostly  care  about,  which 
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is  lowering  the  cost.  If  you're  going  to  be  able  as  a  provider  to  say, 
hey,  look,  these  kinds  of  policies  enunciated  in  the  Dingell  bill  and 
the  Markey  bill  are  going  to  lower  people's  costs,  the  people  like  me 
can  say,  well,  give  us  an  idea  what  the  timeframe  is  and  you  can 
begin  to  get  your  arms  around  that. 

That's  probably  the  most  basic  kind  of  answer  to  people,  but  it's 
going  to  take  a  lot  more  specifics  on  this  point. 

Mr.  HiCKEY.  I  agree  and  I  guess  I  don't  envy  you  facing  a  town 
hall  with  that  question,  because  it  is  a  difficult  one. 

Chairman  Wyden.  I'm  going  to  refer  it  to  you  folks,  so  we're  not 
confused  on  this  point,  because  I  wanted  to  see,  before  the  United 
States  Congress  votes  on  this  issue,  some  symmetry.  The  industry 
is  going  to  get  some  deregulation  and  it  is  not  going  to  be  enough 
to  just  say,  well,  maybe  someday,  if  we  feel  like  it,  after  we  send 
out  a  bunch  of  post  cards,  and  because  we  think  maybe  it's  going 
to  be  a  good  idea,  some  day,  some  where,  some  how  we'll  do  some- 
thing down  the  road. 

We  are  going  to  have  to  see  a  lot  more  specifics.  Just  so  there 
isn't  any  confusion  on  this  point,  the  industry  is  going  to  have  to 
produce  some  answers  on  that. 

Mr.  HiCKEY.  I  think  it's  fairly  easy  for  the  inter-exchange  carrier 
industry.  We've  been — while  AT&T  still  remains  regulated  on  the 
FCC  level,  we've  been  allowed  to  act  as  a  competitor  within  that 
marketplace.  In  Oregon,  we  were  deregulated  by  this  Commission 
in  1990  and  I  believe  the  Oregon  long  distance  customer,  for  intra- 
state toll,  has  received  significantly  more  options  than  in  other 
States.  I  guess  I  could  provide  you  with  tons  of  tariff  pages  or  price 
lists  that  support  that. 

The  deregulation  of  the  local  business  is  a  different  matter.  It 
will  be  a  long,  time-consuming  process,  because  you  have  such  a 
wide  variety  of  customer  base  from  a  person  like  my  89-year-old 
mother  at  Calaroga  who  shares  a  joint  user  service  has  no  choice 
and  doesn't  want  one  to  somebody  who  spends  literally  tens  of 
thousands  of  dollars  accessing  the  local  network  each  month  to  do 
their  business. 

You're  going  to  have  to — we,  the  industry,  are  going  to  have  to 
appeal  to  those  people  through  a  variety  of  programs,  I  believe,  and 
a  variety  of  regulatory  mechanisms.  Remember  deregulation  im- 
plies competition.  Regulation  is  a  surrogate  for  competition.  So  it 
has  to  be  that  competition  exists,  that  it  flourishes,  that  it's  effec- 
tive, that  people  know  about  it  and  they  can  take  advantage  of  it 
before  deregulation  can  occur. 

Chairman  Wyden.  Give  me  an  example  of  one  kind  of  regulatory 
mechanism  that  AT&T  would  support  along  the  way  to  more  ad- 
vanced competition/deregulation. 

Mr.  Hickey.  Well,  I  believe  the  legislation  and  the  administra- 
tion's assertions  are  headed  in  that  direction.  I  think  I  alluded  to 
the  fact  that,  as  you  knew  we  might  say,  that  there  needs  to  be 
some  tests  for  competition  at  the  local  level,  for  a  whole  host  of  rea- 
sons. 

The  long  distance  industry  would  tell  you  that  they  don't  want 
the  incumbent  provider  of  local  service  to  be  able  to  provide  any 
kind  of  service  while  they  still  maintain  a  large  incumbent  base; 
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in  fact,  an  almost  ominous  customer  base,  and  then  release  them 
to  do  other  things. 

We  believe  that  the  regulatory  policy,  Government  policy,  should 
allow  competition  in  and  allow  that  to  foster  and  to  grow  and  to 
flourish  before  the  others  are  released.  If  you  will  recollect  back  to 
1983  and  1984,  competitors  in  the  long  distance  business  were  even 
given  a  financial  advantage  to  enter  the  long  distance  business. 
AT&T  was  disadvantaged  financially.  I  know  nobody  felt  sorry  par- 
ticularly about  that,  but  the  issue  was  that  that  was  the  case. 

It  was  done  in  order  to  promote  competition  and  to  promote 
growth  and  it  was  a  good  policy.  Long  distance  use  is  up  in  every 
circumstance.  All  the  providers  have  more  than  they've  had  before, 
including  AT&T. 

I  guess  one  of  the  points  I'd  like  to  make  is  that  effective  Govern- 
ment policy  relating  to  local  exchange  competition,  I  believe,  and 
I  know  there  are  otners  here  who  may  not  agree,  will  provide  for 
more  business  for  all  the  local  exchange  carriers,  the  incumbents 
included.  When  you  think  about  a  super  highway  and  you  think 
about  how  that  will  be  used  in  the  home  of  those  people  who  opt 
into  the  system,  if  you  have  teenagers  doing  some  of  the  things  in 
the  super  highway  and  a  dad  who's  doing  business  or  mom  who's 
doing  business  over  the  phone,  think  of  the  opportunities  for  in- 
creased minutes. 

This  business  means  that  minutes  beget  more  minutes,  and  it's 
true  in  the  local  exchange  as  well  as  it's  true  in  the  inter-exchange. 
That's  why  I  think,  if  I  could  philosophize  for  a  minute,  that's  why 
I  think  Government  and  the  industry  have  an  obligation  to  create 
the  largest  opt-in  system  that  we  can  in  a  fairly  competitive  mar- 
ketplace. 

Chairman  Wyden.  There's  no  question  that  opting  in  in  a  fashion 
that's  cost-effective  is  the  way  to  go.  The  question  is  going  to  be — 
certainly,  for  the  next  few  years,  there  is  no  question  that  there  are 
going  to  be  a  lot  of  people  who  are  going  to  say,  hey,  those  tests 
don't  apply  to  me  and  they're  going  to  say,  as  a  result,  I  want  to 
opt  out.  Opt-in  and  when  it  gets  to  the  point  where  all  these  kinds 
of  futuristic  things  are  cost-effective  for  them,  then,  of  course, 
they're  anxious  and  coming  on-board. 

Mr.  Hickey.  Mr.  Dewey  was  exactly  right  on  that  point,  that  it 
is  the  cost  to  the  consumer  that  will  determine  whether  that 
consumer  opts  in  or  out. 

Chairman  Wyden.  I  think  I've  set  off  a  little  revolution  here  at 
the  table.  I  need  to  ask  you  one  other  thing  about  marketing  serv- 
ices, but  go  ahead,  Mr.  Lenard,  then  Ms.  Edwards. 

Mr.  Lenard.  I  just  wanted  to  make  a  comment  because  were 
talking  quite  a  bit  about  the  benefits  that  might  come  to  consumers 
in  return  for  deregulation  and  ultimately,  of  course,  US  West  and 
probably  most  of  the  other  local  exchange  carriers  would  like  to  be 
deregulated. 

But  the  point  I  wanted  to  make  is  that  at  this  point  in  time,  my 
company  is  not  seeking  deregulation.  We  are  seeking  modifications 
to  regulation  that's  commensurate  with  the  competitive  changes 
that  are  occurring,  but  not  deregulation. 

I  think  in  looking  at  the  Markey-Fields  bill  and  the  Brooks-Din- 
gell  bill,  neither  one  of  them  specifically  advocate  deregulation,  but 


41 

they  are  changes  to  restrictions  that  exist  today.  So  I  think  it's  im- 
portant that  this  is  not  a  change  to  any  kind  of  full  deregulation. 

Chairman  Wyden.  Semantics,  but  accepted  in  the  spirit  of  co- 
operation. I  think  that  your  point  is  clear  that  we're  going  to  have 
to  look  at  ways  to  promote  competition  and  the  citizen  is  clearly 
going  to  say  industry  is  going  to  get  something  out  of  this.  I  think 
thars  in  the  public  interest  because  I  think  we  ought  to  come  up 
with  incentives  for  the  private  sector.  You,  I  think,  also  understand 
my  point.  We're  going  to  have  to  sharpen  up  the  response  in  terms 
of  what  the  public  is  going  to  get. 

Ms.  Edwards? 

Ms.  Edwards.  I'd  just  like  to  add  a  few  comments.  With  the  fiber 
being  deployed  closer  and  closer  to  the  consumer,  the  cost  of  what 
it  costs  to  connect  these  schools  might  be  perceived  to  be  larger 
than  it  is.  We  have  major  fiber  that  are  going  right  by  those 
schools  today  and  what  they  need  to  do  is  hook  onto  that. 

There's  additional  costs  than  just  that  connecting,  and  that's  the 
PC's  and  a  lot  of  the  hardware  and  software  that  doesn't  have  any- 
thing to  do  with  the  telecommunications  industry. 

I  wanted  to  add  that  the  other  benefit,  too,  is  as  we  put  new  fea- 
tures on  this  network,  the  large  businesses  and  in  some  of  the 
large  universities  that  now  have  their  private  networks,  it  will  be 
cheaper  for  them  to  get  back  onto  the  public  network,  which  then 
will  allow  new  services  to  the  residential  and  small  business  cus- 
tomer at  a  lower  rate,  because  we'll  all  be  sharing  this  super  high- 
way. So  that's  another  advantage. 

Chairman  Wyden.  Mr.  Dewey,  briefly. 

Mr.  Dewey.  Very  quickly,  I  could  not  say  it  any  better  than  Mr. 
Hickey  said  it  about  the  effect  of  competition  tests.  I  think  that's 
very  clear.  If  you're  going  to  have  choice  and  competition,  you  have 
to  have  some  sort  of  effective  competition  in  the  marketplace.  It 
worked  with  Sprint  and  MCI  at  the  disadvantage  of  AT&T,  but  you 
had  to  do  something.  It  was  somewhat  of  a  staged  entry. 

You're  focusing  on  the  right  people,  the  constituents,  the  regular 
people,  if  you  will.  At  the  same  time,  what  is  going  to  drive  the 
telecommunications  marketplace  is  the  business  side  of  it,  also, 
and,  in  part,  that  is  going  to  be  a  significant  market.  It  may  be 
much  more  significant  than  the  residential  side,  which  is  going  to 
help  drive  residential  costs  potentially  down. 

I  think  that's  something  you  need  to  consider  because  if  you 
can — if  you  spend  10  percent  more  on  telecommunications,  but  you 
can  make  20  percent  more  on  the  bottom  line  because  you're  more 
efficient  and  more  accurate,  whatever  the  case  may  be,  you're  going 
to  do  that.  That's  what's  happened.  People  are  spending  more 
money  in  the  business  community  on  telecommunications,  but 
they're  advantaged  by  it. 

Chairman  Wyden.  That  is  a  fair  point.  Let  me  ask  you  a  ques- 
tion about  marketing  services,  maybe  ask  Mr.  Lenard,  because  I 
suspect  we'll  get  the  others  to  chime  in  and  use  an  example.  The 
bill  puts  a  real  emphasis  in  terms  of  giving  service  providers  access 
to  the  network.  That's  one  of  the  key  concepts.  We've  got  an  issue 
really  about  competition  here  now  more  than  technology. 

The  problem  is  for  a  lot  of  the  small  companies,  that  may  not  be 
enough.  Small  companies  may  need  access  to  the  maiden  provider's 
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marketing  services,  as  well  as  just  getting  access.  Let  me  give  you 
an  example  that  has  come  up  in  some  of  the  discussions  we've  had 
with  small  businesses  and  Oregonians. 

If  you  had  a  small  company  offering  voicemail  services,  it  com- 
petes with  the  local  phone  company,  they  could  offer  competitive 
service  and  be  on  the  network,  but  never  really  get  to  the  cus- 
tomers because  the  reality  is  the  customer  moves  into  their  home, 
calls  the  phone  company  to  turn  on  their  phone  service,  and  if  the 
get  voicemail,  they'll  most  likely  just  go  ahead  and  get  the  phone 
company's  voicemail  service,  as  well. 

It  may  be  necessary,  according  to  some  that  we've  heard  from, 
companies  and  small  businesses,  for  those  services  in  which  the 
phone  company  offers  the  service,  it  competes  with  other  people,  for 
the  phone  company  to  give  customers  a  choice,  just  like,  in  effect, 
people  have  a  choice  of  long  distance  service. 

For  example,  I'd  move  into  my  house,  call  the  phone  company  to 
get  phone  service.  If  I  wanted  voicemail,  the  phone  company  would 
say  you  can  buy  our  voicemail,  but  there's  other  people  who  do 
voicemail,  Joe  or  Mary  and  other  people  have  voicemail,  here  are 
the  prices  and  services. 

The  phone  company  ought  to  be  compensated  certainly  by  any 
service  provider  if  they're  involved  in  the  marketing.  I  guess  our 
question,  because  of  our  State,  the  number  of  small  businesses  that 
are  likely  to  be  interested  in  this  kind  of  thing,  would  you — maybe 
start  with  you,  Mr.  Lenard — support  a  provision  that  ensures  that 
small  businesses  offering  competing  services  over  the  network 
could  get  access  to  the  joint  marketing  kinds  of  services  if  they 
wanted  them,  and  to  pay  for  it?  If  they  want  it  and  desire  it,  then 
they've  got  to  pay  for  it. 

Mr.  Lenard.  This  was  actually  an  issue  that  went  before  the 
Public  Utility  Commission  a  couple  of  years  ago  when  we  offered 
our  voice  messaging.  At  that  point  in  time,  a  decision  was  made 
which  I  think  reflected,  to  some  degree,  a  compromise  amongst  the 
various  parties. 

There  are  certain  services  available.  We  agreed  that  we  would  in- 
form customers  that  there  are  other  providers,  but  we  took  the  po- 
sition that,  at  that  point  in  time  at  least,  and  I'm  willing  to  say 
we  would  look  at  it  again,  but  I'm  not  sure  there  would  be  a 
change,  we  would  not  offer  to  market  for  all  the  various  firms,  par- 
tially because  of  the  potential  for  customer  confusion  out  of  it, 
which  service  is  it  you're  trying  to  sell,  do  we  have  to  go  through 
in  detail  a  dozen  services  to  the  customer,  how  do  we  go  about  sell- 
ing it. 

So  at  this  point  in  time,  I  would  say  that  we  would  probably  not 
enter  into  offering  that  particular  marketing  service.  We  do  offer 
to  enhanced  service  providers.  The  Commission  has  just  supported 
our  doing  that  through  its  open  network  architecture  order.  We  do 
offer  billing  and  collections  capabilities  to  other  providers.  As  I've 
said,  we  make  it  very  clear  to  customers  for  those  services  which 
are  not  competitive  that  we  are  not  the  only  provider  and  refer 
them  to  the  yellow  pages  to  get  listings  of  other  providers. 

Chairman  Wydkn.  Anybody  want  to  add  anything  further  on 
that  point? 
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Mr.  Dewey.  I  just  might  make  a  quick  comment.  I  understand 
what  Mr.  Lenard  is  saying,  but  there  is  some  bureaucratic  tangles 
in  all  of  that.  If  you  have  true  competition,  and  you  have,  if  we  talk 
about  a  two-wire  concept,  there  are  some  choices  at  that  point  in 
time.  You  have  somewhere  else  to  go  if  you  have  a  product  that  is 
marketable.  So  that  gives  you  at  least  another  alternative  that  you 
don't  have  today  at  least. 

Chairman  Wyden.  I  want  to  pursue  this  all  with  you  further,  be- 
cause I  think  you're  going  to  find  a  lot  of  small  businesses  in  Or- 
egon be  very  concerned  aoout  this  question  of  marketing,  because 
I  think  they're  going  to  say,  hey,  if  we  can't  get  to  that  tier,  we're 
just  not  going  to  really  be  able  to  make  this  worthwhile.  If  we 
stand  up  and  say,  well,  gee,  it's  going  to  be  confusing  and  the  like, 
they're  going  to  say,  hey,  I  thought  you  all  were  interested  in  real 
competition  and  you  were  interested  in  really  creating  opportuni- 
ties and  to  say  it's  kind  of  confusing  and  the  like,  they're  going  to 
say  that's  kind  of  anti-competitive  and  paternalistic  and  Govern- 
ment ought  to  actually  get  serious  about  what  it's  preaching. 

Now,  again,  the  devil  in  the  details  here.  We  wish  to  pursue  it 
with  you.  I  think  there  are  going  to  be  a  lot  of  small  businesses 
in  Oregon  that  are  going  to  care  about  it. 

Mr.  Lenard.  I  was  just  going  to  comment  that  one  of  the  things 
that  occurred  in  that  Commission  proceeding  I  referred  to  and  one 
of  the  things  that  I  think  is  worthwhile  is  to  look  at  the  results. 
Given  the  procedures  that  we  are  following  and  making  customers 
aware  that  there  are  alternatives  and  how  to  get  them,  are  those 
companies  being  successful  under  current  circumstances,  or  are 
they,  in  fact,  being  impaired  in  their  business  by  us,  the  phone 
company,  not  selling  on  their  behalf. 

Chairman  Wyden.  If  you  are  asking  the  U.S.  Congress  to  look 
at  a  past  experience  for  an  experiment,  you  are  probably  being  too 
logical  and  going  about  this  too  rationally,  but  that  is  exactly  what 
I'd  like  to  do.  We  will  pursue  it  with  you.  I  just  am  trying  to  convey 
to  you  I  think  a  lot  of  small  businesses  are  going  to  be  very  con- 
cerned about  this  marketing  kind  of  issue  and  let's  look  at  the  ex- 
periment. 

Unless  you  all  have  anything  further,  we'll  excuse  you  at  this 
time.  Thank  you.  All  right.  Mr.  Pat  Stickel  of  the  Oregonian;  Mr. 
Alan  Bushong,  Alliance  for  Community  Media;  Mr.  David  Olson  of 
the  Office  of  Cable  Communications  and  Franchise  Management. 
There's  Mr.  Stickel,  Mr.  Bushong,  and  Mr.  Olson. 

Three  hours  is  a  long  time  to  wait  for  your  turn  in  the  dock.  Mr. 
Brantley-  is  here.  We  welcome  him.  You  are  welcome,  as  always,  be- 
fore this  subcommittee,  Mr.  Brantley.  We  thank  all  of  you  for  your 
patience.  Waiting  around  3  hours  is  a  long  time  for  your  turn  and 
we  appreciate  your  patience. 

It  is  the  practice  of  the  subcommittee  to  swear  all  the  witnesses. 
Do  any  of  you  gentlemen  have  any  concern  about  being  sworn  as 
a  witness? 

[No  response.] 

Chairman  Wyden.  Please  rise  and  raise  your  right  hand. 

[Witnesses  sworn.] 

Chairman  Wyden.  We'll  make  your  prepared  statements  a  part 
of  the  record  in  their  entirety  and  I  think  they're  probably  going 
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to  kick  us  out  of  here  after  a  while.  So  if  you  could  take  your  5 
minutes  or  so  and  kind  of  highlight  your  principal  concerns,  that 
would  be  helpful.  Then  we'll  have  some  questions.  Why  don't  we 
begin  with  you,  Mr.  Brantley?  Welcome. 

TESTIMONY  OF  MARTY  BRANTLEY,  KPTV 

Mr.  Brantley.  Thank  you,  Congressman.  I'll  try  just  to  take  a 
couple  of  minutes  here.  I  want  to  thank  you  for  the  opportunity  to 
address  you  today.  I'm  Marty  Brantley,  president  and  general  man- 
ager of  KPTV  Channel  12  in  Portland.  I'm  pleased  to  be  here  to 
discuss  the  issue  of  the  Telco  entry  and  the  new  information  high- 
way. 

My  remarks  today  are  of  a  general  nature.  I  applaud  the  stance 
and  specifically  of  US  West  for  not  joining  the  six  other  baby  Bells 
and  the  cable  industry  for  filing  against  the  must  carry  laws  in  the 
Supreme  Court.  So,  again,  I  want  to  reiterate  the  fact  that  my  com- 
ments are  of  a  general  nature. 

Mr.  Chairman,  while  I'm  not  an  expert  on  the  pending  legislation 
now  before  the  House,  let  me  make  four  general  statements  about 
how  broadcasters  view  the  need  for  such  legislation  and  the  need 
for  broadcasting  to  be  a  significant  part  of  that  new  telecommuni- 
cations proposal. 

First,  the  debate  over  the  Nation's  telecommunications  infra- 
structure is  not  just  a  debate  among  telephone  companies,  cable  op- 
erators and  computer  interests.  Whatever  infrastructure  is  decided 
upon  will  have  an  enormous  effect  upon  broadcasters.  It  will  de- 
pend if  we  can  stay  in  business  and  if  we  can  continue  to  provide 
the  services  our  audiences  have  come  to  depend  upon  for  the  last 
70  years. 

Second,  in  working  on  legislation  to  set  the  groundrules  for  this 
new  information  highway,  Congress  must  make  sure  that  there  are 
safeguards  to  protect  consumers  and  other  industries  from  unfair 
anti-competitive  behavior  by  all  industries,  including  the  telephone 
industry  and  the  cable  industry. 

As  you  know,  Mr.  Chairman,  both  of  these  industries  have  a  his- 
tory of  trying  to  restrict  competition.  We  simply  cannot  allow  that 
to  occur  again  under  the  guise  of  providing  new  technologies  for  the 
American  people.  For  example,  the  telephone  companies  should  not 
be  allowed  to  become  involved  in  providing  content  of  such  services 
without  the  proper  safeguards. 

Such  safeguards  must  protect  the  ability  of  broadcasters  to  serve 
their  local  communities  without  interference  or  unfair  competition 
by  any  carrier  of  our  broadcast  signals. 

Now,  all  Oregonians  are  painfully  aware  of  the  problems  that 
were  created  by  allowing  the  cable  industry  to  operate  as  a  monop- 
oly to  provide  both  cable  services  and  cable  programming.  That  is 
why  you,  Congressman  Wyden,  and  others  passed  landmark  cable 
legislation  in  the  last  Congress.  We  simply  cannot  afford  to  allow 
the  same  sort  of  monopolistic  activities  to  occur  when  the  telephone 
companies  enter  into  the  video  and  audio  marketplace. 

Third,  the  solution  that  you  and  your  colleagues  come  up  with 
must  be  procompetitive,  as  we've  heard  today  and  everybody  seems 
to  think  that  that  is  the  task  before  us.  We  are  not  opposed  to  tele- 
phone companies  deploying  fiber  optic  services  to  American  house- 
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holds  so  long  as  that  deployment  results  in  increased  competition 
for  consumers. 

We  believe  strongly  telephone  companies  must  be  required  to 
compete  with  and  not  replace — compete  with  and  not  replace  exist- 
ing cable  systems.  That  is  not  in  the  best  interest  of  either  the  pub- 
lic or  the  broadcaster  that  existing  cable  systems  be  owned,  pur- 
chased and  operated  jointly  by  telephone  companies  serving  that 
same  franchise  area. 

Finally,  we  believe  that  the  ability  of  broadcasters  to  compete  in 
this  new  generation  of  information  providers  requires  that  Con- 
gress and  the  FCC  remove  all  artificial  impediments  or  arcane 
rules  that  limit  our  role  as  information  providers.  There  are  any 
number  of  new  and  exciting  ways  broadcasters  could  use  their 
spectrum  to  provide  additional  services  over  and  above  the  broad- 
cast services  they  now  provide. 

We  should  not  be  foreclosed  from  being  able  to  offer  those  serv- 
ices by  antiquated  view  of  what  our  industry  can  or  can't  do  under 
that  existing  technology.  With  new  digital  technologies,  we  might 
be  able  to  add  such  services  as  broadcasting  data  to  personal  digi- 
tal assistance,  paging,  multiple  channels  of  video  and  other  new 
uses  of  the  spectrum  to  the  regular  broadcast  services  that  we  al- 
ready provide. 

Such  opportunities  could  provide  new  benefits  to  the  consumer, 
without  any  need  for  fiber  optic  technologies.  We  need  a  road  map 
drawn  by  you  and  your  colleagues  in  the  House  that  will  provide 
more  competition  and  more  choices  for  the  consumer,  while  ensur- 
ing that  broadcasters  are  free  to  compete  in  any  number  of  new 
ventures  and  new  services. 

As  Congress  looks  to  the  information  highway  of  tomorrow,  ask 
yourself  two  important  questions.  How  many  people  will  benefit 
from  these  services  and  what  will  the  cost  of  these  services  be? 
Those  answers  are  easy  when  it  comes  to  broadcasting.  We  will  al- 
ways be  universally  available  and  free.  Can  any  of  the  tele- 
communications systems  being  proposed  make  the  same  claim  and, 
if  not,  why  not? 

Shouldn't  those  issues  be  at  the  very  top  of  your  agenda  as  you 
weigh  the  information  infrastructure  policy  for  all  Americans;  that 
is,  rich  Americans  and  poor  Americans,  advantaged  and  disadvan- 
taged? I  urge  you  to  make  sure  that  local  broadcasting  can  main- 
tain its  long  established  link  with  our  local  communities.  I  also 
urge  you  to  ensure  that  broadcasters  operate  in  a  world  where  tele- 
phone companies,  cable  companies  and  other  providers  truly  com- 
pete with  each  other,  not  simply  join  forces  to  dominate  the  mar- 
ketplace. 

I  thank  you  for  this  opportunity  to  appear  today  and  I'll  look  for- 
ward to  responding  to  any  questions  you  might  have. 

Chairman  Wyden.  Very  helpful  and  we'll  nave  some  questions  in 
just  a  moment.  Mr.  Stickel,  welcome. 

TESTIMONY  OF  PAT  STICKEL,  THE  OREGONIAN 

Mr.  Stickel.  Thank  you,  Congressman  Wyden.  My  name  is  Pat- 
rick Stickel.  I'm  president  of  Oregonian  Publishing  Company  and 
I'm  here  today  on  behalf  of  the  Oregon  Newspaper  Publisher  Asso- 
ciation. 
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Chairman  Wyden.  Mr.  Stickel,  I  think  we've  got  to  get  you  both 
of  those  mikes,  too. 

Mr.  Stickel.  I  want  to  open  my  remarks  today  with — although 
I  am  here  on  behalf  of  ONPA,  my  first  remark  is  Oregonian-spe- 
cific.  I  want  to  assure  you  that  we  currently  discount  the  papers 
that  we  put  in  schools.  ONPA  represents  both  the  daily  and  weekly 
newspapers  in  the  State,  about  99.5  percent  of  all  of  the  circula- 
tion, of  all  the  paid  circulation  in  Oregon. 

I  don't  want  you  to  think  that  these  bills  only  effect  large  news- 
papers. Papers  in  communities  as  small  as  Sweetholm  and 
Estacada  currently  have  electronic  systems  set  up  to  communicate 
with  their  readers. 

About  one-third  of  all  the  ONPA  member  newspapers  have  some 
sort  of  audio-type  system  in  place  that  allows  their  papers — allows 
their  readers  to  interact  with  the  newspapers.  I  don't  want  to  keep 
you  in  suspense.  The  newspapers  of  Oregon  wholeheartedly  en- 
dorse both  the  Brooks-Dingell  and  the  Markey-Fields  bills. 

Electronic  access  to  up-to-the-minute  information  on  a  variety  of 
subjects  is  good  for  my  business  and  it's  good  for  consumers.  In  this 
age  of  fast  food  and  fast  news,  an  electronic  adjunct  to  the  printed 
newspaper  makes  sense.  Newspapers  traditionally  have  been  the 
voice  of  their  communities  and  fast-moving  stories  can  be  updated 
electronically  and  allow  readers  to  keep  in  touch  with  events  that 
are  happening  in  their  communities. 

The  Oregonian  last  year  launched  a  new  service  called  the  Ore- 
gonian  Inside  Line,  and  it  offers  callers  more  than  500  topics  that 
our  readers  and  other  consumers  can  access,  and  it's  a  free  call. 
The  topics  range  from  time  and  weather  to  financial  information  to 
reader  response  categories  that  allow — actually,  in  a  way,  make  the 
newspaper  interactive  and  allows  our  readers  to  react  to  stories 
and  editorials  and  things  that  they  read  in  the  newspaper. 

For  the  first — the  system  has  been  in  place  for  a  year  now  and 
it  averages  just  under  400,000  calls  a  month.  It's  way  ahead  of  the 
business  plan  that  we  wrote  when  we  put  the  system  in  place.  So 
it  tells  us  that  the  citizens  of  Portland  the  surrounding  areas  do 
crave  this  type  of  service  and  we'd  like  to  expand  these  types  of 
services  in  the  future. 

High  speed  telecommunication  networks  will  change  the  way  we 
live,  work  and  play.  These  networks  consist  of  telephone  wires,  sat- 
ellites, cellular  systems,  fiber  optics,  cable  systems,  and  other  com- 
munication tools.  An  information  highway  system  consisting  of 
multiple  networks  offered  by  multiple  providers  will  create  the 
best,  most  cost-effective,  most  versatile  communication  services  for 
Oregon  and  America's  future. 

Multiple  networks  will  continue  to  encourage  new  services,  new 
technology  and  equipment  as  providers  respond  to  consumer  de- 
mand. In  this  pluralistic  approach,  hundreds  and  even  thousands 
of  Oregon's  large  and  small  businesses  will  provide  a  range  of  elec- 
tronic information  services  that  far  exceed  what  a  single  provider 
could  offer. 

To  achieve  a  truly  competitive  and  diverse  information  highway, 
we  believe  Congress  should  enact  both  the  Brooks-Dingell  and  the 
Markey-Fields  bills. 
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I'm  not  going  to  go  through  and  read  this.  We  can  get  this  on 
the  record  when  I  turn  it  in.  But  I  believe  a  lot  of  what  Pat  Hickey 
said,  that  the  best  defense  against  anticompetitive  behavior  on  the 
part  of  the  regional  Bell  companies  is  to  have  a  competitive  local 
loop.  We  think  that  the  bill,  the  Markey-Fields  bill,  will  create  that 
competitive  loop. 

But  the  predictions  about  the  rise  of  competition  are  often  opti- 
mistic. In  the  interim,  we're  concerned  about  competing  with  other 
information  providers,  including  US  West,  on  a  level  playing  field. 
Because  of  that,  we  think  that  the  safeguards  that  are  laid  out  in 
the  Brooks-Dingell  bill  strike  just  the  right  chord  for  protecting 
against  these  anti-competitive  abuses  in  the  electronic  publishing 
marketplace. 

I'd  like  to  go  through  some  of  the  safeguards  that  are  in  that  bill 
and  point  out  why  they  are  important  to  us.  The  bill  does  not  pro- 
hibit the  Bell  companies  from  offering  electronic  publishing  serv- 
ices. It  requires  that  the  Bells  use  a  separate  affiliate  for  electronic 
publishing  activities  offered  in  their  own  service  areas. 

The  bill  contains  nondiscrimination  provisions  that  go  beyond 
current  regulations  in  terms  of  providing  facilities,  services  or  in- 
formation, including  customer  information,  billing  and  collections, 
or  physical  collocation.  Also,  there  can  be  no  discrimination  in  the 
design,  presentation  or  provision  of  gateways. 

To  preclude  cross-subsidies,  the  bill  requires  that  transactions 
between  the  Bell  companies  and  separate  affiliates  be  at  arms- 
length.  In  addition,  the  telephone  company  must  comply  with  FCC 
and  State  cost  accounting  rules  that  regulate  cross-subsidy. 

Four,  the  bill  has  several  new  requirements  to  aid  in  the  detec- 
tion of  violation  and  enforcement,  such  as  financial  records  and 
independent  review  of  activities.  Importantly,  private  parties  would 
be  able  to  sue  the  telephone  company  for  damages  or  injunctions 
to  stop  violations,  which  they  can't  currently  do. 

We  think  that  this  approach  to  electronic  publishing  is  in  the 
best  interest  of  all  Oregonians  and  all  Americans.  We  would  ask 
you  to  support  both  of  these  bills. 

Thank  you. 

[Mr.  Stickel's  statement  may  be  found  in  the  appendix.] 

Chairman  Wyden.  Very  helpful  and  we'll  have  some  questions  in 
just  a  couple  of  minutes  here.  Mr.  Bushong,  welcome. 

TESTIMONY  OF  ALAN  BUSHONG,  ALLIANCE  FOR  COMMUNITY 

MEDIA 

Mr.  Bushong.  My  name  is  Alan  Bushong.  I'm  the  director  of 
Capital  Community  Television,  which  is  50  miles  south  of  here  in 
Salem,  but  I'm  appearing  today  as  public  policy  chair  for  the  Alli- 
ance for  Community  Media,  which  is  a  nationwide  membership  or- 
ganization, primarily  of  organizations  like  ours,  like  Multnomah 
Community  TV  and  Portland  Cable  Access  within  your  congres- 
sional District,  many  others  in  Oregon  and  across  the  Nation  who 
operate  community  channels  on  cable  television. 

I'm  glad  to  have  this  opportunity  to  present  and  I  want  to  talk 
about  something  that's  been  missing  in  the  debate,  but  I  don't  find 
it  missing  in  your  paper.  So  I'm  real  glad  to  see  it  here  and  right 
on  the  first  page,  about  a  properly  constructed  information  super 
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highway  will  empower  Oregonians  and  enhance  their  independ- 
ence. 

Later  on,  you  also  speak  about  the  ability  for  information  for  the 
haves  and  have  nots  alike.  What  I've  seen  missing  in  the  whole  de- 
bate, what  I  see  primarily  missing  in  the  legislation,  with  the  ex- 
ception of  access  channel  capacity  in  Representative  Markey's  bill, 
is  the  presence  of  communities  on  the  super  highway. 

I  think  we've  got  a  long  track  record  of  valuable  and  unique  pro- 
gramming. Right  now,  over  15,000  hours  a  week  of  programming 
on  cable  systems,  and  that's  more  than  all  broadcasters  combined. 
It's  all  kinds  of  programming,  I  think,  that  Mr.  Olson  will  speak 
about  this,  too.  We've  got  Government  meetings.  We've  got  media 
literacy  and  distance  learning.  We  see  neighborhood  meetings,  local 
arts,  and  we  even  see  representatives  conducting  town  hall  meet- 
ings on  these  cable  access  channels. 

Chairman  Wyden.  Unbelievable.  Unbelievable. 

Mr.  Bushong.  These  channels  are  barrier-free.  If  you're  not  an 
English  language  speaking  group,  you're  able  to  use  the  channels. 
Post-polio  victims  are  able  to  conduct  exercise  programs  on  these 
channels.  High  school  sports,  coaches  clinics,  ideas  that  you  simply 
couldn't  sell  commercials  around  and  won't  make  it  on  commercial 
channels  have  a  place  on  these  channels  and  are  succeeding  nation- 
wide. 

That's  who  I  want  to  talk  about  being  on  the  information  super 
highways,  the  people  who  are  currently  on  peg  access,  somewhat 
smaller  highway  on  cable  systems.  I  think  we  all  know  that  the 
power  of  television  is  tremendous,  that  the  communities  need  a 
presence.  Almost  all  media  comes  out  of  the  mega  centers,  New 
York,  Los  Angeles,  and  Tokyo.  It's  going  to  be  coming  from  every- 
where, but  our  community,  it's  more  and  more  difficult  in  rep- 
resenting themselves  on  a  powerful  medium. 

If  we  want  to  look  at  the  influence  this  medium  has,  I've  got  a 
10-year-old  daughter.  I  knew  a  long  time  ago  that  her  friends  or 
peer  group  were  more  powerful  than  my  wife  and  myself,  but  now 
studies  show  that  television  is  the  new  peer  group  or  has  replaced 
the  peer  group.  Television  is  the  new  dominant  influence  on  kids. 

It's  real  important  for  people  to  have  a  sense  of  community.  Cer- 
tainly, commercial  TV,  commercial  media,  marketing  services,  ad- 
vertisers belong  on  the  information  super  highway,  but  not  to  our 
exclusion.  What  we  see  on  commercial  TV  as  far  as  community, 
we're  not  seeing  Leave  it  to  Beaver  anymore.  I  think  we're  seeing 
more  and  more  of  Leave  it  to  Beavis  and  Butthead. 

So  I  would  hope  that  there  would  be  the  recognition  of  the  value 
of  community  TV  over  the  past  20  years,  that  the  need  is  greater 
than  ever  as  media  concentrates  in  a  few  markets.  The  cost  is  tiny. 
It's  a  drop  in  the  bucket. 

What  we  need  is  we  need  your  support  to  ensure  that  legislation 
requires — and  I  have — and  I  don't  know  if  you  received  my  fax  this 
morning  on  the  Alliance  for  Community  Media's  position.  I  will 
provide  it  to  you — that  we're  able  to  ensure  channel  capacity,  as 
Representative  Markey  has  suggested,  but  also  the  funding  to  see 
that  the  outreach  and  training  in  communities  takes  place  and  the 
equipment  and  facilities  takes  place,  so  our  communities  aren't  left 
standing  on  the  sidewalk  watching  others  use  the  highway. 
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Chairman  Wyden.  Very,  very  well  said  and,  frankly,  worth  wait- 
ing 3  hours  for.  There  is  no  question  that  the  kind  of  interest  that 
you're  speaking  for  has  got  to  be  at  the  table.  As  this  whole  thing 
comes  down,  you're  going  to  see  all  the  multi-million  dollar  players 
and  the  people  with  big  lobbies  and  lots  of  influence  be  in  a  posi- 
tion of  great  influence  in  this  debate  and  we  intend  to  work  very 
closely  with  you  all  at  the  Alliance  to  try  to  build  into  this  legisla- 
tion the  kind  of  community  representation  you're  talking  about. 
We're  anxious  to  work  with  you. 

Mr.  Bushong.  Thank  you. 

Chairman  Wyden.  Mr.  Olson,  welcome  and  glad  you're  here,  as 
well. 

TESTIMONY  OF  DAVID  OLSON,  OFFICE  OF  CABLE 
COMMUNICATIONS  AND  FRANCHISE  MANAGEMENT 

Mr.  Olson.  Thank  you,  Mr.  Chairman.  It's  a  pleasure  to  join  you 
actually  again  before  this  committee.  My  family  thanks  you  for  not 
going  to  Washington  this  time  to  talk  about  infomercials,  but  it's 
a  pleasure  to  join  you  on  this  subject. 

I  particularly  appreciate  the  opportunity  to  share  the  perspective 
of  the  city  of  Portland  and  local  governments  on  the  exciting  devel- 
opments in  connection  with  the  information  super  highway.  We 
know,  as  you  said  in  your  opening  remarks,  that  you  are  committed 
to  making  certain  that  citizens  throughout  your  district  and 
throughout  Oregon  are  able  to  take  advantage  of  these  new  tech- 
nologies. 

I'm  here  to  emphasize  the  critical  role  of  local  governments  in 
making  certain  that  the  benefits  of  the  information  super  highway 
are  actually  delivered  within  the  community,  to  Oregon  schools,  in- 
stitutions and  citizens,  regardless  of  their  location,  economic  status, 
income. 

I  would  note  for  the  record  our  appreciation  for  your  ongoing  sup- 
port of  the  role  of  local  government,  without  question.  As  a  result 
of  your  efforts  and  support  of  the  1992  Cable  Act,  the  citizens  of 
your  district,  the  citizens  of  Oregon  are  enjoying  better  cable  cus- 
tomer service  and  will  have  lower  cable  rates  over  the  long  term 
because  of  your  efforts  in  connection  with  the  1992  Cable  Act. 

Yet,  the  subject  of  this  hearing  is  much  broader  than  cable  tele- 
vision alone.  As  the  landscape  changes,  so  too  must  Government 
policy  change.  We  all  expect  both  houses  of  the  Congress,  with 
strong  encouragement  from  the  administration,  as  we  heard  earlier 
this  week,  to  consider  and  pass  comprehensive  legislation  this  year 
that  will  provide  for  the  orderly  transition  to  true  competition  from 
the  present  monopoly  markets  for  telephone  and  cable. 

Part  of  the  fundamental  goal  of  that  transition  is  the  nationwide 
development  of  advanced  two-way  high-capacity  communication 
systems,  the  information  highway  that  many  in  the  industry  just 
see  as  a  nationwide  network  of  networks.  We  support  the  prin- 
cipals articulated  by  Vice  President  Gore  earlier  this  week,  that 
you  repeated  in  your  formal  statement.  Very  well  said  that  the 
devil  is  in  the  details  and  we  are  wrestling  with  the  devil  as  much 
as  you  are  as  the  bills  come  forward. 

We  know  that  competition  is  better  than  regulation.  There  is  no 
question  in  our  minds  about  that.  We  know  the  development  of  the 
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information  highway  will  require  clear  and  cogent  allocation  of  the 
respective  roles  of  Federal  Government,  State  public  utility  com- 
missions and  local  franchising  authorities. 

Federal,  State,  and  local  governments  sometimes  disagree  on  pol- 
icy directions,  but  in  this  area,  we  all  agree  on  the  same  core  mis- 
sion— maximize  the  public's  ability  to  benefit  from  emerging  tech- 
nology; provide  equal  access,  universal  service,  open  platform, 
available  to  all. 

Yet,  as  the  cable  television  and  telephone  industries  converge 
and  the  potential  for  competition  is  enhanced  as  each  seeks  to  pro- 
vide services  presently  monopolized  by  the  other,  it's  critical  to  re- 
call the  nature  of  our  respective  roles  under  the  present  regulatory 
status  quo. 

Both  the  telephone  and  cable  industries  have  benefited  from  the 
regulatory  framework  over  the  last  several  decades.  It  is  now  clear 
that  this  framework,  where  local  government,  primarily  responsible 
for  franchising  cable  systems,  State  PUC's  have  oversight  over  tele- 
phone systems,  it  is  now  clear  that  this  framework  is  becoming  in- 
creasingly less  relevant  as  cable,  local  telephone,  long  distance,  cel- 
lular, satellite,  newspaper,  broadcast,  computer  industries  con- 
verge, combine,  seek  to  reconstruct,  construct  and  compete  in  the 
new  technological  environment  of  broad  band  two-way  services. 

Among  local  governments,  we  recognize  that  the  regulatory 
framework  will  need  to  change.  Far  from  being  an  obstacle,  we 
want  to  encourage  change  because  our  desire,  too,  is  to  maximize 
choice,  promote  competition,  enhance  our  communities  and  bring 
these  benefits  to  bear  here. 

Local  governments  were  among  the  first  to  endorse  telephone 
company  entry  into  the  video  programming  business,  providing  a 
competitive  choice  for  consumers.  That  position  was  unanimously 
advocated  in  the  late  1980's  by  the  National  League  of  Cities,  U.S. 
Conference  of  Mayors,  my  own  organization,  NOTOA,  and  the  Na- 
tional Association  of  Counties. 

Mr.  Chairman,  we  endorse  Telco  entry  with  a  single  major  ca- 
veat, that  Telco  entrants  using  the  public  rights-of-way  should  be 
subject  to  the  same  requirements  and  should  occupy  the  same  posi- 
tion as  cable  operators  similarly  using  the  public  rights-of-way  and 
delivering  video  services. 

Only  in  this  way  can  we  promote  competition,  have  a  level  play- 
ing field,  and  be  certain  that  community  benefits  are  realized.  We 
agree  with  Mike  Dewey,  as  has  been  said,  about  the  benefit  cable 
provides  to  communities.  We  want  to  retain  those  benefits. 

What  are  these  benefits?  What  have  we  utilized?  What  have  we 
brought  utilizing  our  franchising  authority?  Alan  cited  a  few  exam- 
ples. A  few  other  examples.  We  have  a  thriving  local  programming 
community,  public  access  to  cable  systems  throughout  our  city  and 
our  region,  carriage  of  Government  meetings  such  as  this  one,  com- 
munity college  telecourses  reaching  people  in  their  homes  who  can't 
get  out  to  the  community  college,  a  data  network  in  Multnomah, 
Washington  County,  providing  communication  paths  for  public  in- 
stitutions, data  network  carrying  the  city  of  Portland's  traffic  sig- 
nals, energy  monitoring,  public  safety  training  for  our  fire  depart- 
ment, programming  such  as  Age  Wise,  the  award-winning  program 
by  and  about  seniors,  senior  activities  and  programs. 
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We  have  a  channel  devoted  to  black  community  programming, 
providing  local  community  news,  information  and  forums  for  a  com- 
munity historically  underserved  by  local  broadcasters  and  mass 
media.  We  have  an  interconnection  between  our  local  cable  systems 
and  Oregon  Ednet,  Statewide  telecommunications  systems  existing 
right  now,  delivering  distance  learning  right  now  and  graduate  pro- 
grams to  rural  Oregon  communities  right  now,  direct  support  for 
East  County  programming. 

We  have  cable  service  extended  to  downtown  residents,  customer 
service  standards,  and,  as  has  been  discussed  here,  we,  in  our  fran- 
chises, have  required  drops  to  schools  and  public  institutions  as 
part  of  the  cable  franchise.  We  expect  that  those  drops  within  the 
schools  will  also  take  advantage  of  the  upgrade  in  technology. 

More  examples  abound.  Yet,  these  exist  because  the  franchising 
process  existed  to  say  this  is  a  community  need.  We  need  to  have 
this  in  place.  As  local  governments  pursue  the  issue  under  the 
present  infrastructure  legislation,  we  hope  we  can  count  on  your 
ear,  as  well  as  your  understanding. 

We've  presented  amendments  to  the  Markey-Fields  bill  and  we 
hope  you  will  also  lend  your  ear  to  those.  As  you  look  around  this 
room,  the  access  cameras  that  are  here,  the  cable  programming 
cameras,  if  local  governments  are  preempted  from  looking  at  com- 
munity needs  in  a  new  infrastructure  environment  and  if  these  are 
not  commercially-driven,  these  cameras,  the  Portland  Cable  Access, 
Paragon  Cable,  can  go  away.  These  are  in  the  room  today  because 
of  franchise  requirements. 

We  would  like  to  be  at  the  table  as  this  legislation  is  discussed. 
We  support  the  development  of  communications  systems.  There  are 
lots  of  ways  to  include  us  on  State-local  joint  boards.  Amid  the 
hoopla  about  the  information  highway,  let's  remember  the  fun- 
damental truism  that  all  communications,  like  the  proverbial 
phrase  about  politics,  is  local. 

Congress  alone  can't  monitor  and  enforce  commitments  like  black 
community  television.  We  can't  in  the  community.  If  FCC  can't 
make  sure  that  Boice  Eliot  School  in  inner  northeast  Portland  has 
an  outlet  to  the  information  super  highway,  we  can.  We're  here  in 
the  community  to  make  sure  that's  done.  The  PUC  is  not  set  up 
to  research  and  determine  that  a  dedicated  return  feed  to  a  neigh- 
borhood office  is  necessary.  We're  here  in  the  community.  We  can 
do  it. 

So  we  hope,  as  this  scheme  of  regulation  is  rolled  out,  our  local 
role  will  be  preserved.  Ultimately,  if  the  information  highway  is 
committed  to  helping  Oregonians  enjoy  these  benefits,  we  ask  for 
the  simple  opportunity  to  ensure  that  local  commitments  are  met 
and  local  governments  are  represented. 

Thank  you. 

[Mr.  Olson's  statement  may  be  found  in  the  appendix.] 

Chairman  Wyden.  We  appreciate  it  and  we  will  be  working  with 
you  closely  as  these  bills  go  forward.  Let  me  start  maybe  with  you, 
a  question,  Mr.  Stickel.  I  was  reading  a  couple  of  days  ago  the 
Philadelphia  Inquirer,  I  guess,  is  about  to  start  a  service  or  maybe 
it  started  this  week  even,  either  started  or  about  to  start,  where, 
in  effect,  they're  reading  the  newspaper  at  night. 
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Like  they're  having  the  morning  newspaper  get  read  like  from  10 
to  11  o'  clock  at  night.  I  gather  that  they  feel  they  can  start  it  now 
and  it  is  going  to  accelerate  under  some  of  the  new  pieces  of  legis- 
lation. Is  that  something  that  you  would  see  the  Oregonian  doing 
2  or  3  years  down  the  road,  that  maybe  we'd  have  here  in  Portland 
Mr.  Brantley  be  on  at  10  o'clock  at  night  and  Mr.  Stickel's  people 
be  on  at  10  o'clock  at  night,  and  Mr.  Brantley  give  one  version  of 
the  day  and  Mr.  Stickel  would  say,  well,  let  me  tell  you  about  to- 
morrow. 

Mr.  Stickel.  Actually  reading  the  newspaper? 

Chairman  Wyden.  I  think  so.  There  may  be  some  differences 
here  and  there,  but  the  point  of  the  Philadelphia  Inquirer  program 
is  to  give  people  the  morning  newspaper,  the  thing  that  they  could 
get  at  6  o'clock  in  the  morning,  give  it  to  them  at  10  o'clock  at 
night. 

Mr.  Stickel.  Yes.  As  a  matter  of  fact,  the  other  night,  there  was 
a  TV  reporter  who  was  standing  outside  our  press  plant  reading 
our  newspaper  over  the  television.  I  think  that  one  of  the  services 
you  would  see  early  on  would  be  tomorrow's  classified  accessed  the 
night  prior  or  at  deadline,  right  after  they  were  put  into  the  sys- 
tem, before  publication  of  the  paper,  which  gives  people  the  oppor- 
tunity to  get  a  jump  on  better  buys. 

A  lot  of  people  do  buy  the  newspaper  just  for  the  classified  sec- 
tion. In  terms  of  reading  it,  I  think  that  when  we  get  to  the^  point 
where  we  have  interactive  television,  I  think  that  what  you'll  see 
is  stories  that  appear  in  the  paper  that  have  been  edited  down  be- 
cause of  space  will  be  able  to  be  accessed  by  maybe  interactive  tele- 
vision, but  certainly  by  computer,  where  someone  who  had  a  major 
interest  in  that  particular  story  could  get  more  of  the  information 
about  that  story,  all  of  the  information  that  came  across  the  wire 
services. 

Chairman  Wyden.  Over  the  next  few  years,  though,  your 
thought  would  be  that  what  would  be  most  likely  to  be  accessed  at 
night  would  be  the  business  kind  of  services,  like  classified  and  the 
like,  where  there  would  be  kind  of  economic  kind  of  connection  to 
get  at  the  information  early,  rather  than  someone  literally  taking 
the  whole  paper  and  just  reading  it  on  the  air. 

Mr.  Stickel.  I  see  it  happening  that  way  first  because  of  tech- 
nology and  where  it  is  now.  We  are  looking  at  putting  in  audio  text 
type  classified  systems,  where  used  cars  or  rentals  or  even,  at  some 
point  in  time,  jobs  could  be  accessed  by  your  phone.  The  tech- 
nologies in  place  now,  in  many  newspapers,  and  we  are  currently 
working  on  it,  and  actually  we  have  been  talking  with  US  West 
about  a  joint  venture,  where  you  could  pick  the  type  of  car  that  you 
want  and  by  price.  You  could  put  in  different  specifics  about  the 
price  range  you're  looking  for,  the  type  of  car,  the  year  of  car,  and 
these  audio  systems  will  read  back  to  you  all  the  cars  that  fit  that 
criteria  that  are  currently  in  the  data  base  that  are  scheduled  to 
appear  in  the  paper  at  some  point  down  the  line. 

Chairman  Wyden.  Let  me  just  move  on,  because  the  time  is  late. 
Mr.  Stickel  and  ONPA  support  the  two  bills,  the  Markey-Fields 
and  Dingell-Brooks  bills.  Mr.  Brantley,  do  the  broadcasters  of  Or- 
egon— are  they,  by  and  large,  in  support  of  these  two  bills? 


53 

Mr.  Brantley.  Right  now,  Congressman,  I  don't  believe  that  the 
television  industry,  the  NAB  or  the  OAB  has  taken  a  strong  posi- 
tion on  either  one  of  them.  I  believe  the  NAB  is  scheduled  to  meet 
next  week  to  review  that.  I  would  say  the  elements  of  it  are  ones 
in  which,  for  the  most  part,  the  broadcaster  can  support.  There  are 
elements  of  it,  I  think,  that  we  want  to  refine.  It  is  important,  I 
believe,  to  include  all  the  parties  in  this  room  for  competition  so 
the  consumer  will  not  be  the  road  kill  of  this  super  highway. 

Chairman  Wyden.  Mr.  Bushong,  on  this  matter  of  the  part  of  the 
Markey  bill,  I  want  to  make  sure  I  understand  the  part  that  you 
want.  You  like  the  part  in  particular  that,  in  effect,  locks  in  the  ac- 
cess for  governmental  channels  and  the  like.  Is  that  right? 

Mr.  Bushong.  Yes.  We'd  like  to  see  it  go  farther.  It  doesn't  pro- 
vide a  funding  mechanism  and  realistically  that's  a  highway  with- 
out on-ramps.  The  people  who  are  currently  on  peg  access,  simply 
if  they  could  compete  on  commercial  channels,  if  they  had  that 
funding,  if  they  had  the  audience  of  commercial  channels,  of  course, 
it  would  totally  change  their  message,  and  they  don't. 

Chairman  Wyden.  You're  onto  my  second  question.  How  do  we 
pay  for  it?  Because  I  very  much  support  the  access  that  you're  talk- 
ing about  and  I  think  unless  there  is  an  effort  to  figure  out  how 
it's  financed,  it's  going  to  have  problems. 

Mr.  Bushong.  The  current  model,  I  think,  works  and  the  cable 
industry  has  been  very  profitable  as  it  has  funded  peg  access.  It's 
been  a  very  small  part  of  the  monthly  bill  to  subscribers.  We're  also 
concerned  about  the  community  presence  in  decisionmaking.  Our 
current  arrangement,  having  worked  through  local  government, 
and  franchising  has  been  successful  in  seeing  these  channels  suc- 
ceed. But  we  feel  that  it's  still  a  very  minor  part  of  what  could  be 
the  monthly  bill. 

Chairman  Wyden.  So  you  would  think  that  properly  constructed 
in  this  area,  this  would  be  almost  like  universal  service  for  phones 
and  that  it  could  be  done  in  a  very  cheap  way,  if  everybody  was 
in. 

Mr.  Bushong.  Extremely  inexpensive.  It's  inexpensive  right  now 
with  62  percent  of  the  people  across  the  country  subscribing  to 
cable. 

Chairman  Wyden.  One  question  for  you,  Mr.  Olson,  so  I  have 
kind  of  a  city  perspective  on  this.  I  asked  earlier  Joan  Smith  be- 
cause the  Federal  Government  and  the  new  people  at  the  FCC  are 
clearly  going  to  be  moving  with  new  Federal  policies.  The  State  has 
moved  with  policies.  Would  you  all  feel  that  the  most  constructive 
step  at  this  point  would  be  to  make  sure  that  in  these  joint  boards, 
there  would  be  some  city  representation?  Is  that  at  the  top  of  the 
list  in  terms  of  local  government  and  the  kind  of  new  communica- 
tions order? 

Mr.  Olson.  Definitely,  because  of  the  different  history  of  fran- 
chising being  local  level  to  being  at  the  State  level.  It's  critical  to 
have  that  local  representation  so  community  needs  are  there.  Abso- 
lutely. 

Chairman  Wyden.  Anybody  have  anything  further  on  this  panel 
they  want  to  add? 

[No  response. 1 
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Chairman  Wyden.  All  right.  We  have  been  at  it  for  about  3V2 
hours.  Let  me  leave  you  with  just  one  concluding  thought.  The  En- 
ergy and  Commerce  Committee,  which  I  sit  on  and  the  other  part 
of  my  congressional  life,  over  about  the  next  8  weeks  or  so,  is  going 
to  be  starting  work  and  probably  finishing  committee  work  on  both 
health  care  and  communications,  which  health  care  covers  one-sev- 
enth of  the  American  economy.  The  super  highway  is  probably 
going  to  be  a  $400  billion  initiative  before  it's  all  done. 

We  very  much  need  your  ideas  and  input  as  we  look  to,  in  Mr. 
Brantley's  terms,  refining  these  bills  and  we  need  them  quickly.  So 
feel  free.  The  gentleman  on  my  left,  Mr.  Usellis,  feel  free  to  call 
him  nights  and  weekends,  when  he's  trying  to  have  some  free  time 
with  his  new  wife,  to  give  us  your  input  and  your  suggestions,  be- 
cause these  bills  are  clearly  on  the  fast  track. 

I  am  convinced  that  we  can  do  some  exceptional  things  in  Oregon 
and  we  have  already.  In  fact,  I  look  back  on — Mr.  Hickey  made 
mention  of  my  involvement  with  the  senior  citizens,  again.  One  of 
the  things  that  came  about  just  as  a  result  of  some  discussions 
with  some  of  the  executives  in  the  communications  field  was  the 
community  phone  program,  where  we  now  have  free  phone  service 
all  across  the  State,  at  senior  citizen  centers  and  churches  and  wel- 
fare offices  and  a  variety  of  places,  where  folk  who  don't  have 
phones  and  can't  afford  them  can  get  access  to  them.  We  have  seen 
thousands  and  thousands  of  free  phone  calls  made  as  a  result  of 
a  program  that  really  just  came  about  because  a  few  Oregonians 
said  they  really  cared  about  trying  to  go  the  extra  mile  in  order  to 
try  to  get  phone  service  and  communications  tools  out. 

Interestingly  enough,  as  usually  happens  with  so  many  things, 
you  see  how,  with  the  technology  advancing,  that  the  opportunities 
also  advance.  Last  year,  I  was  with  US  West  when  they  went  the 
next  step  and  talked  about  adding  voicemail  and  various  other 
more  sophisticated  kinds  of  services  into  the  process. 

So  really  the  sky  here  is  essentially  limited  only  by  our  ability 
to  be  creative  and  pragmatic.  We  are  going  to  have  to  move  and 
move  quickly.  This  has  been  an  exceptionally  good  hearing.  I  don't 
think  we've  had  anything  that  hasn't  been  constructive  and  offered 
in  a  positive  way.  Clearly,  there  are  differences  of  opinion  here  and 
sharp  differences  of  opinion,  but  as  Oregonians,  we  know  we've  got 
some  special  opportunities  here  and  we're  going  to  tap  them. 

I  thank  you  all,  especially  for  your  patience  and  waiting  literally 
more  than  3  hours.  You  all  are  excused  and  the  subcommittee  is 
adjourned. 

[Whereupon,  at  12:45  p.m.,  the  subcommittee  was  adjourned  sub- 
ject to  the  call  of  the  chair.] 
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Statement  of  Hon.  Ron  Wyden 
Subcommittee  on  Regulation,  Business  Opportunities  and  Technology- 
Field  Hearing  in  Portland,  Oregon 
January  14,  1994 

Oregon  and  the  Information  Superhighway: 
Using  Technology  to  Tap  the  Best  of  the  Future 

Today  the  Subcommittee  on  Regulation,  Business  Opportunities 
and  Technology  will  examine  federal  legislative  proposals  to  shape 
the  developing  "information  superhighway,"  and  discuss  the  likely 
effect  of  these  proposals  in  Oregon. 

Over  the  next  two  months  Congress  and  the  Clinton 
Administration  will  work  on  two  specific  pieces  of  legislation, 
known  as  the  Markey-Fields  bill  and  the  Dingell-Brooks  bill.  These 
two  bills  will  substantially  restructure  the  telecommunications 
industry  and  set  the  rules  of  competition  among  phone  companies, 
cable  firms,  information  providers,  entertainment  companies  and 
computer  firms.  Our  country  is  going  to  hold  a  national  teach-in 
on  bits  and  bytes,  on-ramps  and  off -ramps,  cross-subsidies  and 
universal  service  subsidies,  and  the  extraordinary  possibilities  of 
new  communications  services. 

Today,  we  Oregonians  are  going  to  take  this  debate  out  of 
information  Never-Never  Land  and  into  the  real  world.  Oregonians 
who  have  been  pioneers  in  developing  creative  ways  to  use  advanced 
technology  will  help  lay  out  how  the  information  superhighway  can 
spark  Oregon's  economic  growth,  revolutionize  the  delivery  of 
health  and  education  services,  and  spur  rural  development.  The 
bottom  line  is  this:  Properly  constructed,  the  information 
superhighway  will  empower  Oregonians  and  enhance  their 
independence. 

One  of  my  colleagues  in  Congress  has  said,  "Everybody  supports 
an  information  superhighway,  but  nobody  knows  what  one  is."  The 
fact  is,  the  information  superhighway  is  a  high-tech  conveyor  belt, 
that  could  operate  much  like  Interstate  5,  that  cuts  through  much 
of  Oregon.  The  challenge  today  is  to  get  beyond  communications 
jargon  and  describe  what  this  highway  can  do  for  Oregonians. 

In  beginning  this  task,  it  helps  to  think  about  some  of 
Oregon's  special  characteristics. 

1)  We  know  Oregonians  are  fiercely  independent  and 
individualistic.  We  want  choice  in  our  lives,  opportunity  and 
personal  empowerment.  The  information  superhighway  can  help 
Oregonians  overcome  barriers  that  currently  restrict  our  lifestyle 
choices  and  limit  our  economic  opportunities.  It  will  mean  that 
Oregonians  no  longer  have  to  live  in  a  certain  place,  work  for  a 
certain  company  or  go  to  a  certain  school  to  have  access  to  the 
most  advanced  technology  and  information  available.  Telemedicine, 
distance  learning,  business  information  networks  and  telecommuting 
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are  just  some  of  the  services  that  will  liberate  Oregonians  to  have 
more  control  over  their  own  lives. 

2)  The  vast  majority  of  our  businesses  are  small.  While 
small  businesses  have  some  real  advantages,  they  also  face  special 
challenges  —  access  to  capital  and  credit,  the  capacity  to  fund 
research  and  development,  and  access  to  information  about  new 
markets,  especially  foreign  markets  that  are  becoming  so  important 
for  all  companies.  Advanced  telecommunications  systems  can  help 
small  businesses  design  flexible  manufacturing  systems  that  enable 
them  to  pool  their  resources  to  conquer  large  problems.  They  can 
help  companies  share  crucial  information  about  potential  sources  of 
financing  and  enable  them  to  communicate  with  customers  around  the 
world  without  having  a  large,  globe-trotting  sales  force. 

3)  Oregonians  don't  want  a  state  with  two  economies  —  the 
Portland  metropolitan  area,  and  the  rest  of  the  state  —  that  are 
vastly  different  in  nature  and  have  different  expectations  for 
future  economic  growth.  The  information  superhighway  can  be  the 
backbone  of  an  economic  development  strategy  that  will  knit 
Oregon's  economy  together.  In  today's  competitive  economy, 
companies  that  want  to  succeed  and  create  good  jobs  must  create 
value  —  and  creating  value  today  often  means  manipulating 
information  to  provide  better  services  to  customers.  Laying  an 
advanced  telecommunications  network  throughout  the  state  will  help 
put  towns  like  Redmond,  La  Grande  or  Coos  Bay  on  an  equal  footing 
with  Portland  in  attracting  new  businesses  and  skilled  workers,  and 
enable  rural  leaders  to  diversify  their  local  economies  and  ensure 
more  stable,  long-run  economic  growth. 

That  grand  vision  for  Oregon  won't  be  realized,  though,  if 
government  policies  turn  the  information  superhighway  into  a 
potholed  dirt  road  or  a  gold-plated,  yellow-brick  road  to  Oz.  Vice 
President  Gore  has  outlined  five  principles  around  which  those 
policies  government  should  be  built: 

1)  encourage  private  investment; 

2)  provide  and  protect  competition; 

3)  provide  open  access  to  the  network; 

4)  avoid  creating  information  "haves"  and  "have-nots;" 

5)  encourage  flexible  and  responsive  government  action. 

Those  principles  have  broad  support  but,  as  usual,  the  devil 
is  in  the  details.  Today,  the  Chair  would  also  like  to  hear 
Oregonians'  views  about  how  to  resolve  some  of  the  conflicts  and 
tradeoffs  that  will  arise  as  Congress  fleshes  out  the  Vice 
President's  principles. 

For  example,  the  Chair  believes  it  is  important  to  decide 
whether  universal  service  should  be  expanded  to  include  advanced 
telecommunications  services  and,  if  so,  who  should  pay  the  added 
cost.  Should  some  users  be  able  to  "opt  out"  of  a  new,  advanced 
universal  service  package  and  maintain  simple,  basic  phone  service 
with  no  increase  in  rates,  or  should  all  users  be  required  to  have 
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advanced  services? 

How  fast  should  companies  be  required  to  build  out  their 
networks  to  provide  advanced  ser/ices  throughout  the  state?  Should 
there  be  a  mandate  on  companies  or  should  they  build  out  their 
networks  in  response  to  customer  demand? 

Is  it  enough  for  companies  that  control  the  network  to  provide 
physical  access  to  the  system  for  companies  that  want  to  provide 
new  information  services,  or  should  those  who  control  the  network 
also  provide  equal  access  to  marketing  services  and  customer 
information? 

The  answers  to  these  and  other  complicated  questions  will  say 
much  about  the  navigability  of  the  information  superhighway  and 
what  it  will  look  like.  Congress  needs  to  push  for  rapid 
deployment  of  technology  but  still  preser/e  choice  for  companies 
and  consumers  to  decide  what  specific  technologies  and  services  are 
"best"  for  them.  The  United  States  needs  a  multilane  information 
superhighway  but  cannot  afford  to  waste  billions  of  dollars  by 
forcing  companies  down  technological  blind  alleys  or  sending 
consumers  off  on  highways  to  the  stars. 

Oregcnians  have  already  begun  to  grapple  with  many  of  these 
questions.  Last  year  the  Oregon  Legislature  enacted  groundbreaking 
legislation  that  can  legitimately  claim  to  be  a  precursor  to  the 
bills  Congress  will  consider  next  month. 

My  job  at  the  federal  level  is  to  ensure  that  the  new  federal 
communications  policies  help  Oregonians  build  on  the  progress  our 
state  has  already  made.  In  addition,  Oregon's  message  about 
sensible  telecommunications  policy  needs  to  be  heard  in  the  halls 
of  Congress,  and  hopefully  that  message  can  get  out  with  a 
megaphone.  The  Chair  looks  forward  to  hearing  from  the  witnesses 
and  applying  their  wisdom  to  next  month's  debate  in  Congress. 
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TESTIMONY  BEFORE  CONGRESSMAN  WYDEN 

By  Joan  EL  Smith,  rhafrmnn 
.  Oregon  Public  UtiEty  Commission 

January  13, 1994 

City  Council  Chambers 

Portland,  Oregon 

What  can  the  information  superhighway  mean  to  Oregoniaus? 

Choices.  Contusion.  The  opportnnity  to  improve  the  quality  of  our  lives  and  to 
compete  in  many  marketplaces. 

What  provisions  should  there  be  in  the  proposed  legislation  to  best  achieve  the  promise 
of  a  National  Information  Jnfrastracture  (the  information  superhighway)  and  a  diverse, 
competitive  cornnTfmications  marketplace? 

*  Both  bills  are  critical  to  the  transition  from  franchise  monopolies  and  traditional 
regulation  to  managing  a  more  competitive  marketplace.  As  the  Dmgell  bill 
proposes,  the  MFJ  restrictions  have  served  us  well  but  it  is  time  to  relieve  the  Bell 
companies.  As  to  the  Markey  bin:  the  Congress  is  the  best  place  to  define 
competition  and  to  set  out  how  competition  can  be  managed  fairly.  Then  the  "Vice 
President's  principles  can  find  force  and  meaning,  Building  the  highway  is  a  high 
stakes  game. 

Nonetheless,  we  in  Oregon  have  some  concerns.  Oregon  law  (ORS  759.015) 
mandates  that  the  PUC  encourage  innovation  within  the  conrmnnicarions  industry 
by  a  balanced  program  of  regulation  and  cornpetition.  In  1993  the  Legislature 
passed  HB  2203  allowing  local  exchange  competition  if  it  is  found  to  serve  the 
public  interest.    We  have  rmbundled  the  network  and  allow  customers  to 
interconnect  in  a  variety  of  ways.  We  have  defined  the  off-ramps  and  on-ramps, 
in  other  words.  We  can  even  impose  atoll  to  assure  universal  service. 

We  fear,  however,  that  HR  3636  would  not  allow  state  experimentation  such  as 
Oregon's.  In  fact,  if  HR  3636  had  passed  two  years  ago,  it  is  likely  we  would  have 
been  prevented  from  being  creative  and  flexible. 

Competition  is  not  waiting  for  any  of  us.  We  need  to  be  able  to  adjust  as  we  go 
along.  We  propose  that  HR  3636  recognize  and  restore  the  division  of  labor 
between  federal  and  state  authority.  It  may  even  be  a  constitutional  issue. 

Next  we  must  emphasize  government's  critical  role  in  establishing  standards  for 
the  network  and  its  functions.  Tie  network  must  be  seamless  and  transparent  to 
fts  users.  Lack  of  standardization  has  impeded  widespread  use  of  a  data/video 
service  called  Integrated  Services  Digital  Network  (ISDN)  for  a  decade.  Without 
standardization,  each  vendor  will  be  left  to  its  own  devices.  In  other  words,  it 
would  be  like  trying  to  operate  a  railroad  over  tracks  whose  gauge  changes  every 
hundred  miles. 
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Finally,  we  i-nntmnw  to  be  concerned  that  oar  POTS  (Plain.  Old  Telephone  Service) 
customers,  rural  and  urban,  could  ■wind  up  as  roadkiD.  an  itn*  superhighway,  as 

Prrmrm«yrrnrw»fr  T«i^  MtI <<t-  rrf  T«fatir»  prtff|f<  qUL 

CMiitimn-nrat-TorK  seivices  mint  continue  to  be  universally  and  affordably 

^VjytiahTff.    Tn  spite  OX  the  ^innmmgm  atki  sirnpIlSGC  tfllisinS  about  til  8  fyigpniticpTiF 

'  highway,  we  most  deal  with  the  ccstplezhiBS  of  public  policy  and  the  technical 
issues  in  a  meaningful  and  substantive  way.  That  is  government's  greatest 
challenge  m  the  months  to  come* 

Thank  you  very  much  tcf  tins  opportunity. 
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Chairman  Wyden  and  guests,  thank  you  very  much  for  allowing  me 
to  present  GTE's  views  on  the  effects  on  our  Oregon  customers  of 
various  policy  and  proposed  legislative  changes  affecting  our 
industry.  GTE  appreciates  very  much  your  interest  in  this 
significant  issue  for  all  Oregonians  and  all  Americans.  We  are 
very  pleased  that  you  have  co-sponsored  HR1504  and  look  forward  to 
working  with  you  on  the  new  proposals  coming  before  this  Congress. 
First,  let  me  introduce  myself.  My  name  is  Elizabeth  Edwards. 
1  am  the  Vice  President-General  Manager  for  GTE's  telephone 
operations  in  the  Northwest  region.  My  office  is  located  in  GTE's 
Northwest  Regional  Headquarters  at  1800  41st  street,  Everett, 
Washington  98201.  My  telephone  number  is  206-261-5611.  I  am 
responsible  for  GTE's  telephone  operations  in  the  Northwest  states 
of  Oregon,  Washington,  Idaho,  Montana  and  the  Northwest  Coast  of 
California. 

This  morning  I'll  briefly  discuss  GTE's  operations  in  Oregon. 
Then  I  will  discuss  GTE's  vision,  and  specific  actions  which  should 
be  taken,  or  avoided,  to  achieve  that  vision.  Finally,  I  will 
comment  briefly  on  recent  legislative  initiatives. 

GTE-NW  serves  more  than  1.5  million  customer  access  lines  in 
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this  region,  of  which  approximately  370  thousand  are  located  in 
Oregon,  an  increase  of  more  than  17,000  customer  access  lines  in 
the  past  year. 

Specifically,  our  service  areas  cover  5,230  square  miles  in 
Oregon  including  east  Multnomah  County  from  Gresham  and  Sandy 
towards  Mount  Hood.  On  the  west  side  of  Portland  our  service  area 
includes  all  of  Washington  County  and  south  through  Newberg  and 
McMinnville.  In  Marion  County  we  serve  from  Silverton  and 
Aumsville  east  up  the  Santiam  Pass  to  Detroit,  on  the  Southwest 
Coast  we  serve  Coos  and  Curry  Counties  south  to  Crescent  City, 
California.  In  Eastern  Oregon  we  also  serve  the  LaGrande  area. 
Our  Oregon  customers  range  from  the  most  technology  intensive 
companies  in  the  Sunset,  or  1-5,  corridors  to  fixed  income  retirees 
in  some  of  the  most  rural  and  remote  parts  of  Oregon. 

GTE's  vision  for  the  future  of  our  industry  calls  for  a 
competitively  provided  interactive,  intelligent  public  network 
integrating  voice,  video  and  data  services.  Our  customers  will  be 
able  to  purchase  a  full  range  of  information  services  to  meet  their 
needs . 

In  order  to  build  towards  GTE's  vision,  GTE  has  made 
significant  investments  to  bring  the  best  telecommunications 
technology  for  our  customers  in  Oregon.  Currently  90%  of  our 
Oregon  customers  are  served  by  digital  central  offices,  with  the 
percentage  increasing  to  nearly  98%  by  the  end  of  1994  and  100%  by 

-more- 
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1996,  providing  our  customers  with  access  to  advanced  new  services. 
With  current  technology,  GTE  has  the  capability  to  provide  any 
customer  in  the  Portland  metropolitan  area  with  ISDN  service. 

During  the  past  two  years,  GTE  has  nearly  tripled  its 
deployment  of  fiber  optic  cable  in  Oregon.  We  began  the  process  by 
linking  our  central  offices  with  fiber  optics.  Next  we  extended 
the  fiber  in  dense  service  areas  and,  thus,  incrementally  bringing 
fiber  optics  to  a  neighborhood  and  soon  to  the  curb.  Using  this 
building  block  approach  to  network  infrastructure,  allows  GTE  to 
move  fiber  optics  closer  to  our  customers  in  a  phased  approach, 
still  making  full  use  of  existing  investments  to  bring  advanced 
network  features  to  our  customers.  For  example,  many  features  our 
small  business  and  residential  customers  want,  such  as  extended 
area  service,  caller  ID,  voice  mail,  and  conference  calling,  can  be 
provided  today  using  our  existing  digital  network  including 
segments  of  copper  wire. 

In  Washington  County  we  have  deployed  a  digital/  fiber  optic 
ring  providing  the  most  advanced  technology  to  our  customers  that 
is  available  anywhere  in  the  world. 

Because  this  fiber  ring  is  part  of  the  exiting  interoffice 
network,  it  not  only  provides  advanced  services  to  our  large 
business  customers,  but  also  is  used  by  small  business  or 
residential  customers  for  their  voice  or  data  requirements. 

In  Washington  County  we  have  deployed  a  digital/ fiber  optic 
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ring  providing  the  most  advanced  technology  to  our  customers  that 
is  available  anywhere  in  the  world. 

Our  deployment  of  technology  is  currently  based  on  customer 
demand  and  this  needs  to  continue.  Customers  who  have  no  need  for 
certain  technologies  are  not  required  to  purchase  them.  We  oppose 
mandated  investments  because  such  policies  result  in  investments 
being  made  for  services  for  which  their  may  be  limited  demand. 
Moreover,  technology  is  changing  daily.  Mandated  universal 
technology  would  be  obsolete  by  the  time  it  is  implemented. 

The  best  way  to  build  the  information  superhighway  is  to  deploy 
the  technologies  to  those  customers  who  need  them,  will  use  them, 
and  will  pay  for  them.  Technology  should  be  pulled  into  the  market 
by  customers,  not  pushed  into  the  market  by  mandates. 

During  its  1993  session,  the  Oregon  legislature  enacted  HB2203, 
an  innovative  and  comprehensive  approach  to  creating  zones  for 
telecommunications  competition  within  Oregon.  This  effort  was  led 
by  the  Oregon  Public  Utility  Commission.  The  realization  which  led 
to  the  passage  of  Oregon  HB2203  last  session,  is  that  competition 
already  exists  in  Oregon's  telecommunication  markets. 

Competition,  not  regulation,  best  facilitates  the  deployment  of 
the  information  superhighway. 

Proposals  opening  the  local  network  to  competition  should  also 
permit  telephone  companies  to  bring  the  benefits  of  competition  to 
our  existing  customers.   All  providers  in  competitive  markets 

-more- 
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should  have  similar  pricing  flexibility  and  the  opportunity  to 
quickly  introduce  new  services  in  order  to  compete  equally  with  new 
entrants.  This  symmetry  between  existing  service  providers  and  new 
entrants  is  essential  to  an  ongoing  competitive  environment.  GTE 
does  not  object  to  the  removal  of  entry  barriers  for  local  exchange 
competition  as  long  as  telephone  companies  are  also  provided  the 
freedom  to  compete. 

Similarly,  artificial  barriers,  such  as  the  video 
cross-ownership  ban,  are  unnecessary  in  a  competitive  arena. 
Safeguards,  already  in  place  or  contemplated  in  legislation,  deter 
perceived  abuses  of  cross  subsidization  and  market  control. 

A  competitive  marketplace  would  focus  on  the  services  being 
provided  and  the  prices  being  charged,  rather  than  the  underlying 
technologies  that  may  or  may  not  be  necessary  to  deliver  the 
service.  It  is  not  necessary  or  essential  to  pick  technology 
winners  such  as  ISDN  or  fiber  optics.  What  is  important  is  the 
availability  of  a  broad  range  of  information  services  to  the 
residents  of  Oregon,  such  as  distance  learning,  telemedicine,  or 
telecommuting . 

Universal  service  will  be  one  of  the  most  important  features  of 
our  current  telecommunications  policy.  It  must  be  preserved  to 
ensure  that  none  of  our  customers  are  left  out.  As  competition 
continues  to  force  the  elimination  of  current  subsidies  which  are 
essential  for  universal  service,  it  will  be  necessary  to  provide 

-more- 
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pricing  reforms  and  to  create  new  sources  of  clearly  defined 
financial  support,  funded  by  all  communications  providers,  to 
subsidize  the  high  cost  and  non-competitive  services  and  customers. 
To  summarize  GTE's  position,  Congressionally  mandated 
technologies  or  services  cause  increased  investments  which  may  not 
be  wanted  by  the  customers  who  pay  for  them.  We  believe 
competition  allowing  existing  telephone  companies  to  respond  to 
their  customer's  demands,  without  unnecessary  barriers  or 
restrictions,  ensures  that  technology  will  be  deployed  based  on 
customer  needs  and  be  in  the  best  interest  of  consumers.  To  ensure 
that  all  consumers  have  access  to  universal  service,  we  believe 
that  clearly  defined  sources  of  financial  support  funded  by  all 
telecommunications  providers  is  necessary. 

Finally,  GTE  applauds  the  introduction  of  HR3636,  the  National 
Communications  Competition  and  Information  Infrastructure  Act  of 
1993.  The  introduction  of  this  legislation  by  Congressman  Ed 
Markey,  provides  the  framework  for  debate  on  the  convergence  of 
telecommunications  technologies.  The  sponsors  recognize  that  in 
the  near  future,  increased  competition,  not  increased  regulation, 
will  provide  all  Americans  with  new  services  and  additional  choices 
at  competitive  prices.  We  look  forward  to  the  opportunity  of 
working  with  you  to  refine  portions  of  the  bill  in  hopes  of 
producing  legislation  that  can  be  supported  by  the  entire 
telecommunications  industry.  It  is  a  daunting  task,  but  as  is  so 
often  the  case,  Oregon  has  shown  the-  it  car-  ire  dune  with  committed 
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leadership. 

Thank  you  for  the  opportunity  to  share  our  views  with  you  this 
morning.      I  will  be  happy  to  answer  any  questions. 
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Good  Morning.  My  name  is  Mike  Dewey  and  I  am  the 
Executive  Director  of  the  Oregon  Cable  Television  Association. 
With  me  today  is  Roger  Harris,  President  of  the  Oregon  Cable 
Television  Association  and  State  Manager  for  Crestview  Cable. 
The  Association  is  comprised  of  cable  television  companies  that 
operate  in  Oregon.  There  are  approximately  700,000  cable 
customers  in  Oregon. 

Representative  Wyden,  I  commend  you  for  holding  a 
hearing  in  Portland  on  the  issues  surrounding  the  so-called 
"information  superhighway." 

As  I  analyze  the  purpose  for  this  hearing,  there  appear  to  be 
two  fundamental  issues: 

First,  why  Oregonians  who  have  no  economic  interest  in 
the  information  superhighway  should  care  about  what  is  said 
here  today;  and 
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Second,  if  the  so-called  "information  superhighway"  is  a 
good  idea,  how  can  Congress,  the  FCC,  and  the  50  state 
regulatory  bodies  make  sure  there  is  choice  or  competition?  In 
other  words,  businesses,  entrepreneurs,  and  others  are 
permitted  an  opportunity  to  succeed  or  fail  in  providing  services 
based  on  the  overused  nomenclature  "level  playing  field." 
WHY  SHOULD  OREGONIANS  CARE? 

In  short  because  knowledge  is  power. 

We  are  speaking  of  "networks"  that  inform,  which  provide 
knowledge,  but  also  can  entertain;  and  can  keep  people 
alive. 

Business  will  be  able  to  transmit  information  faster  and 
more  efficiently,  which  translates  into  lower  product  or  service 
cost  to  the  consumer. 

Homes,  apartments,  etc.,  will  be  provided  an  array  of  new 
services  that  will  allow  people  to  work  at  home,  provide  valuable 
information  and  communication,  and  entertain. 
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The  list  of  significant  services  over  the  "information 
superhighway"  is  endless. 

For  education  of  our  youth  and  training  of  our  nation's  work 
force,  distant  learning  will  be  an  invaluable  tool. 

Doctors,  nurses,  and  other  health  care  professionals  will  be 
able  to  use  medical  imaging  for  diagnosis,  through  the  use  of 
equipment  in  another  state  or  continent. 

At  home,  the  new  infrastructure  will  provide  integrated 
energy  management  systems,  allowing  for  energy  conservation. 

And  lets  not  forget  all  of  the  entertainment  options,  such  as 
movies  on  demand,  500  special  TV  channels,  video  phones,  and 
access  to  computer  services  such  as  Internet  and  XPRESS. 

Oregonians  should  care  what  Congress  does.  The 
technology  is  here  today  to  make  all  of  this  happen  and  much 
more. 

U.S.  cable  companies  today  have  built  the  only  broadband 
electronic  pipeline  into  the  American  home  --  a  network  capable 
of    supporting,     with    relatively    affordable    upgrades,    such 


71 

productivity-enhancing  services  as  high  speed  document  sharing 
between  computers,  video  on  demand,  and  two-way  video 
teleconferencing.  And  the  cable  industry's  network  now  passes 
97  percent  of  all  U.S.  households. 

Cable's  fiber  optic  plant  has  accelerated  rapidly,  from 
13,000  miles  in  1991  to  23,000  miles  at  year-end  1992.  The 
major  component  of  cable's  network,  coaxial  cable,  is  vastly 
underrated.  The  coaxial  cable's  carrying  capacity  is  at  least  900 
times  that  of  telephone  companies  copper  "twisted  pair"  wires  - 
and  probably  a  lot  more  than  that  in  the  digital  domain. 
THE  SECOND  QUESTION  IS:  HOW  CONGRESS,  THE  FCC,  AND 
VARIOUS  STATE  PUC'S  CAN  ENSURE  CHOICE  AND 
COMPETITION? 

We  believe  American  consumers  will  be  best  served  by  a 
competitive  market  for  telecommunications.  And  just  recently, 
Vice  President  Gore,  stated  the  Clinton  Administration's  active 
support  for  free  and  open  competition;  including  opening  the 
market  for  local  telephone  service. 
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Clearly  an  array  of  interests  are  seriously  planning  to  enter 
the  multi-media  marketplace,  in  competition  to  the  local  cable 
TV  company.  Recently,  U.S.  West  announced  plans  to  spend 
$130  million  in  Portland  to  build  a  multi-media  network  over  the 
next  few  years,  (see  enclosure)  Hopefully  cable's  competitors 
will  be  subject  to  the  same  franchise  requirements  as  the  local 
cable  company,  or  better  yet  there  are  no  such  requirements  for 
all  business  entities. 

The  creation  of  a  competitive  local  telecommunications 
marketplace  requires  that  Congress  establish  an  appropriate 
legislative  and  regulatory  framework.  State  and  local  laws  and 
regulations  that  in  effect  prohibit  competition  to  the  local 
telephone  company  or  require  bureaucratic  red-tape  to  enter  the 
local  telecommunications  marketplace  must  be  eliminated. 

In  Oregon,  we  are  fortunate  that  the  State  PUC  has 
recognized  that  competition  in  the  telecommunications 
marketplace  is  beneficial.  Unfortunately  this  is  not  the  case  in 
other  jurisdictions.    For  example,   in  Texas,   if  a  company  is 
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interested  in  providing  competition  to  the  local  exchange, 
permission  will  only  be  granted  if  no  telephone  service  is 
available. 

Clearly,  the  telecommunications  landscape  has  been 
transformed  over  this  past  year  with  the  plethora  of  mergers  and 
new  investments.  Still,  there  are  a  significant  number  of  cable 
companies,  many  in  Oregon,  that  will  face  competition  in  the 
video  marketplace  from  the  local  telephone  company  who  must 
go  it  alone.  If  cable  is  to  develop  into  an  alternative  to  the  local 
telephone  exchange  monopoly,  Congress  needs  to  provide  the 
cable  industry  with  some  "breathing  room".  The  Oregon 
legislature  recognized  this  philosophy  in  HB  2203,  by  stating 
that  the  competition  portion  of  the  bill  does  apply  to  local 
exchange  carriers  with  fewer  than  15,000  access  lines  until 
1998.    Mr.  Harris  will  discuss  this  topic  in  his  remarks. 

Congress  and  the  State  PUCs  are  concerned,  and  rightly  so, 
about  the  affordability  of  basic  telephone  service.  As 
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competitors  enter  the  local  telecommunications  marketplace, 
they  must  share  in  the  "universal  service"  philosophy. 

We  envision  a  "network  of  networks"  in  which  Americans 
can  choose  between  competing  providers  of  the  most  advanced 
telecommunications  services.  I  am  confident,  Congress  can  act 
accordingly  to  bring  competition  to  the  telecommunications 
marketplace.  New  entries  translate  into  the  growth  of  the 
telecommunications  marketplace. 

Thank  you  for  allowing  the  Oregon  cable  industry  to 
express  our  views  on  this  important  subject. 
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TESTIMONY  OF  PATRICK  STICKEL 

PRESIDENT,  OREGONIAN  PUBLISHING  COMPANY 

ON  BEHALF  OF  THE  OREGON  NEWSPAPER 

PUBLISHERS  ASSOCIATION 

JANUARY  13,  1994 


Thank  you,  Congressman  Wyden,  for 
inviting  the  Oregon  Newspaper  Publishers 
Association  to  participate  in  this 
important  hearing  today. 

ONPA  represents  both  the  daily  and 
weekly  newspapers  in  the  state...  about 
99.5  percent  of  all  paid  newspaper 
circulation  in  Oregon.   I  don't  want  you 
to  think  these  bills  are  an  issue  only 
for  large  newspapers  in  Oregon. 
Newspapers  in  communities  as  small  as 
Sweet  Home  and  Estacada  now  offer  some 
form  of  telecommunication  service  to 
their  readers.   About  one-third  of  all 
ONPA  member  newspapers  have  some  kind  of 
electronic  communication  system  in  place 
providing  information  to  their  readers. 
In  fact,  newspapers  were  among  the 
pioneers  in  this  developing  and  exciting 
industry. 
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For  these  reasons,  we  have  a  vested 
interest  in  the  development  of  an 
information  superhighway,  and  we  applaud 
you  for  holding  these  hearings. 

I  don ' t  want  to  keep  you  in 
suspense  --  the  newspapers  of  Oregon 
wholeheartedly  endorse  both  the  Brooks- 
Dingell  bill  and  the  Markey-Fields  bill. 
I  will  go  into  more  detail  in  just  a 
moment  on  why  we  believe  those  bills  are 
needed.   But  first,  let  me  discuss  events 
leading  to  the  information  superhighway 
and  our  support  for  the  legislation. 

Electronic  access  to  up-to-the- 
minute  information  on  a  variety  of 
subjects  is  good  for  my  business  and  it's 
good  for  consumers.   In  this  age  of  fast 
food  and  fast  news,  an  electronic  adjunct 
to  the  printed  newspaper  makes  sense. 
Newspapers  traditionally  have  been  the 
voice  of  their  communities.   Our  readers 
depend  on  concise,  accurate  and  complete 
information.   Fast-moving  stories  can  be 
updated  electronically  and  allow  our 
readers  to  keep  in  touch  with  events 
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without  having  to  wait  for  the  next  day's 
paper . 

The  Oregonian  last  year  launched  a 
free  service,  The  Oregonian  Inside  Line, 
offering  callers  more  than  500  topics  of 
information  from  which  to  choose.   Topics 
range  from  time  and  weather,  to  financial 
information,  to  reader  response 
categories .   Call  volumes  per  month  have 
averaged  398,731  through  1993.   The 
citizens  of  Portland  and  surrounding 
areas  crave  this  type  of  service  and  we 
are  proud  to  make  it  available.   We  would 
like  to  expand  the  service  to  offer  even 
more  subject  areas. 

The  Oregonian  and,  in  fact,  all 
newspapers  in  Oregon  are  very  excited 
about  the  advent  of  the  so-called 
information  superhighway.   The  future 
looks  bright  for  Oregon ' s 
telecommunications .   High-speed 
telecommunications  networks  will  change 
the  way  we  live,  work  and  play.    These 
networks  consist  of  telephone  wires, 
satellites,  cellular  systems, 
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fiber  optics,  cable  systems  and  the  other 
communications  tools  that  form  our 
nation's  information  highway. 

An  information  highway  system 
consisting  of  multiple  networks  offered 
by  multiple  providers  will  create  the 
best,  most  cost-effective,  most  versatile 
telecommunications  service  for  Oregon's 
and  America's  future.    The  past  has 
shown  that  a  "one-wire"  network  under  the 
control  of  a  single  provider  does  not 
inspire  innovation.   Multiple  networks 
will  continue  to  encourage  new  services, 
new  technology  and  equipment  as  providers 
respond  to  consumer  demand.    In  this 
pluralistic  approach,  hundreds  and  even 
thousands  of  Oregon's  large  and  small 
businesses  will  provide  a  range  of 
electronic  information  services  that  far 
exceeds  what  a  single  provider  could 
offer. 

Congress  can  go  a  long  way  toward 
helping  fulfill  this  vision  by  ensuring  a 
competitive  telecommunications  industry. 
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To  achieve  a  truly  competitive  and 
diverse  information  highway,  we  believe 
Congress  should  enact  both  the  Brooks  - 
Dingell  (H.R.  3626)  and  Markey-Fields 
(H.R.  3636)  bills. 

The  Oregon  Newspaper  Publishers 
Association  strongly  supports  the 
provisions  in  the  Markey-Fields  bill  that 
open  the  local  loop  to  competition.    In 
many  ways,  a  competitive  local  exchange 
marketplace  is  the  best  safeguard  against 
anti-competitive  abuses  by  local 
telephone  companies.   With  the  ability 
to  choose  from  alternate  local 
transmission  facilities,  be  it  wire, 
cable,  fiber  or  satellite,  electronic 
publishers  will  be  able  to  enjoy  the 
fruits  of  competition  --  that  is,  many 
suppliers  competing  on  price  and  quality. 

This  vision  of  an  infrastructure 
comprising  a  "network  of  networks, " 
rather  than  one  that  relies  on  a  single 
provider  or  a  particular  technology,  will 
encourage  innovation  and  offers  the  best 
opportunity  for  thousands  of  large  and 
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small  businesses  to  provide  the  widest 
possible  range  of  electronic  information 
services .    We  are  encouraged  by  the 
growing  evidence  in  the  marketplace  that 
such  an  infrastructure  is  not  only 
desirable,  but  technically  and 
economically  feasible.    We  welcome  these 
developments . 

The  removal  of  legal  and 
regulatory  barriers  will  open  the  way  for 
the  development  of  local  competition,  and 
we  are  hopeful  that  competition  will 
develop  swiftly.   But  please  keep  in  mind 
that  the  potential  for  local  competition 
is  not  the  same  thing  as  competition 
itself.    Predictions  of  the  rapid  growth 
of  competition  in  any  given  sector  of  the 
telecommunications  industry  often  prove 
optimistic. 

In  order  for  true  competition  to 
develop,  local  exchange  providers  must 
provide  access  to  their  network 
facilities  for  telecommunications  service 
providers  and  information  providers . 
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The  Markey-Fields  bill  would  require  such 
access  and,  if  enacted,  would  provide 
newspapers  and  other  electronic 
publishers  with  options  for  distribution 
of  our  products.    Once  US  West  no  longer 
has  bottleneck  control  over  the  local 
facility,  the  potential  for  anti- 
competitive abuse  is  greatly  diminished. 

But  until  there  is  effective 
competition  in  the  local  exchange  —  and 
the  bottleneck  controlled  by  local 
telephone  companies  is  broken  --  the  need 
for  meaningful,  effective  safeguards  is 
imperative . 

We  believe  that  the  electronic 
publishing  safeguards  contained  in  the 
Brooks -Dingell  measure  strike  just  the 
right  chord  for  protecting  against  anti- 
competitive abuses  in  the  electronic 
publishing  marketplace.    As  you  and  your 
colleagues  on  Capitol  Hill  are  aware, 
newspapers  and  the  Bell  companies 
negotiated  for  many  months  in  an  effort 
to  reach  consensus  on  a  package  of 
separate  subsidiary  safeguards. 
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The  "agreement"  between  newspapers  and 
the  Bells  is  embodied  in  the  Brooks  - 
Dingell  bill.    I  was  not  personally 
involved  in  those  negotiations,  but  let 
me  say  that  the  Oregon  Newspaper 
Publishers  Association  wholeheartedly 
endorses  those  safeguards  and  urges  you 
and  your  colleagues  to  adopt  them  this 
year. 

For  the  past  two  and  one-half 
years,  newspapers  and  other  electronic 
publishers  have  had  no  effective 
protection  against  anti-competitive 
conduct  by  the  Bell  companies .    Judicial 
and  regulatory  decisions  have  allowed  US 
West  and  other  Bell  companies  to  provide 
electronic  publishing  services  with  no 
safeguards .    The  safeguards  contained  in 
the  Brooks -Dingell  bill  will  resolve  the 
differences  we  have  had  with  US  West  over 
their  role  in  the  electronic  publishing 
marketplace.    We  believe  the  safeguards 
will  promote  competition  and  diversity. 
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They  are  not  unlike  the  rules  that  keep 
the  Bells '  cellular  operations  separated 
from  their  local  telephone  monopoly. 

These  safeguards  level  the  playing 
field  as  much  as  we  could  hope,  and 
create  opportunities  for  Oregon's 
newspapers  and  US  West,  and  other  Bell 
companies,  to  work  together  on  successful 
electronic  publishing  ventures.   Despite 
the  years -long  "battle"  between 
newspapers  and  US  West,  we  have  been 
eager  to  work  with  them  so  that  we  can 
build  on  our  respective  strengths  to 
bring  new  services  to  the  citizens  of 
Oregon . 

Let  me  explain  some  of  the 
specifics  of  the  electronic  publishing 
provisions  of  the  bill: 

1.  The  bill  does  not  prohibit  the 
Bell  companies  from  offering  electronic 
publishing  services.    It  requires  that 
the  Bells  use  a  separate  affiliate  for 
electronic  publishing  activities  offered 
in  their  own  service  areas. 
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2.  The  bill  contains  non- 
discrimination provisions  that  go  beyond 
current  regulations,  in  terms  of 
providing  facilities,  services  or 
information,  including  customer 
information,  billing  and  collection  or 
physical  collocation.   Also,  there  can  be 
no  discrimination  in  the  design, 
presentation  or  provision  of  gateways. 

3.  To  preclude  cross -subsidy,  the 
bill  requires  that  transactions  between 
the  Bell  company  and  separated  affiliate 
be  at  arm's  length.    In  addition,  the 
telephone  company  must  comply  with  FCC 
and  state  cost  accounting  rules  that 
regulate  cross-subsidy. 

4.  The  bill  has  several  new 
requirements  to  aid  in  the  detection  of 
violations  and  enforcement,  such  as 
financial  records  and  independent  review 
of  activities.    Importantly,  private 
parties  will  be  able  to  sue  the  telephone 
company  for  damages,  or  an  injunction  to 
stop  violations. 
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This  approach  to  electronic 
publishing  is  in  the  best  interest  of 
Oregonians  and  all  Americans.    It  allows 
all  sides  --  newspapers,  US  West,  and 
other  electronic  publishers  to 
participate  in  the  market  on  a  level 
playing  field.   No  one  will  have  an 
unfair  advantage.   Oregonians  will  be 
able  to  receive  a  wide  diversity  of 
electronic  information.    And  US  West 
will  have  the  incentive  to  invest  in  a 
modern  infrastructure  to  carry  this 
information. 

Oregon ' s  newspapers  are  very 
excited  about  the  bold  new  world  of 
telecommunications  before  us .    A  world 
in  which  multiple  information  providers 
and  communications  networks  will  bring  a 
wide  variety  of  services  to  the  citizens 
of  Oregon.    Competition  in  both  the 
local  telephone  service  and  electronic 
publishing  marketplaces  will  be  enhanced 
by  passage  of  the  Brooks -Dinge 11  and 
Markey-Fields  legislation. 
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Mr.  Wyden,  we  appreciate  the 
opportunity  to  participate  in  these 
hearings .    I  would  be  happy  to  answer 
any  questions  you  may  have. 
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Mr.  Chairman.    Thank  you  for  the  opportunity  to  share  the  perspective  of  the 
City  of  Portland  and  local  governments  on  the  exciting  and  important  developments 
ahead  of  us  in  telecommunications  applications  on  the  "Information  Superhighway."   At 
the  conclusion  of  your  hearing  today,  you  will  have  heard  a  great  deal  regarding  the 
development  of  the  "Superhighway,"  convergence  in  the  telecommunications  industry 
(including  telephony  and  cable),  and  possible  applications  in  Oregon. 

I  know  that  you  are  dedicated  to  making  certain  that  citizens  throughout  your 
District  and  throughout  Oregon  are  able  to  benefit  from  the  advanced  technologies  being 
developed.    I  am  here  to  emphasize  the  critical  role  of  local  governments  in  making 
certain  that  the  benefits  of  the  Information  Superhighway  are  actually  delivered  to 
Oregon  schools,  institutions,  and  citizens  regardless  of  their  economic  status  or  location. 

I  would  like  to  note  for  the  record  our  appreciation  for  the  ongoing  commitment 
of  you  and  your  staff  to  hearing  the  views  of  local  government.  Your  active  support  of 
the  Cable  Consumer  Protection  and  Competition  Act  of  1992  showed  your  dedication  to 
protecting  consumers  where  monopolies  exist,  and  encouraging  competition  in 
telecommunications  wherever  possible.  We  particularly  appreciate  your  direct 
sponsorship  of  successful  amendments  to  the  1992  Cable  Act  allowing  local  governments 
to  establish  and  enforce  cable  customer  service  standards  that  exceed  federal  standards, 
where  necessary.  As  a  direct  result  of  your  efforts,  the  citizens  of  your  District  will  be 
enjoying  better  customer  service,  and  lower  cable  rates  over  the  long  term. 
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Yet  the  subject  of  this  hearing  is  much  broader  than  cable  television  alone.   As 
the  telecommunications  landscape  rapidly  changes,  so  too  must  government  policy 
change.   We  all  expect  both  houses  of  Congress,  with  strong  encouragement  and 
participation  from  the  Administration,  to  consider  and  pass  comprehensive  legislation 
this  year  that  will  provide  for  the  orderly  transition  to  true  competition  from  the  present 
monopoly  markets  of  the  cable  television  and  local  telephone  industries.   Part  of  the 
fundamental  goal  of  that  transition  will  be  the  nationwide  development  of  advanced, 
two-way  high-capacity  communications  systems:   the  "Information  Highway"  that  many 
in  the  industry  see  as  a  nationwide  "network  of  networks." 

We  know  that  the  development  of  the  Information  Highway  will  require  clear 
and  cogent  allocation  of  the  respective  roles  of  the  federal  government,  state  public 
utility  commissions,  and  local  franchising  authorities.   Federal,  state,  and  local  levels  of 
government  sometimes  disagree  on  policy  directions,  but  in  this  area  we  all  agree  on  the 
same  core  mission:   to  maximize  the  public's  ability  to  benefit  from  emerging 
technology. 

Yet,  as  the  cable  television  and  telephone  industries  converge,  and  the  potential 
for  competition  is  enhanced  as  each  seeks  to  provide  services  presently  monopolized  by 
the  other,  it  is  critical  to  recall  the  nature  of  our  respective  roles  under  the  present 
regulatory  "status  quo."   Telephony,  of  course,  is  principally  regulated  at  the  state  level, 
and  cable  television  has  been  historically  handled  at  the  local  level. 

Both  industries  have  benefited  from  this  regulatory  framework.  The  telephone 
industry  under  federal  and  state  guidance  has  provided  universal  access  at  reasonable 
rates  to  all  citizens,  extended  its  lines  to  rural  areas,  and  has  continued  to  accelerate  its 
technological  development  by  pioneering  new  services.  Consumers  have  benefited  by 
saving  money  and  increasing  their  choices  as  a  result  of  the  availability  of  competitive 
long-distance  providers,  and  lifeline  telephone  rates  have  not  so  far  appeared  to  suffer 
major  harm. 

The  cable  television  industry  in  turn  has  benefited  from  the  local  franchising 
process.    Cable  systems  are  unique  in  their  ability  to  tailor  system  design  and  capacity 
to  suit  the  special  needs  and  interests  of  a  single  community.   Instead  of  statewide  or 
local  service  areas  with  exactly  the  same  tariffed  service  menu  and  rates,  cable  systems 
have  successfully  developed  a  variety  of  forms  uniquely  responsive  to  local  economic 
conditions,  subscriber  desires,  and  community  needs  as  set  forth  in  the  franchising 
process.    Although  most  cable  systems  will  typically  carry  the  most  popular  satellite  and 
broadcast  services,  they  are  also  designed  to  meet  local  needs  as  diverse  as  providing  a 
channel  for  telecourses  from  the  local  community  college,  maintaining  data  networks  for 
traffic  signals,  or  providing  special  health  and  childcare  information  to  recently-arrived 
refugee  communities. 
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Under  the  local  franchising  process,  as  enshrined  in  federal  law  under  the  1984 
Cable  Act,  the  cable  industry  has  hardly  been  retarded:  it  has  grown  from  a  $5  billion 
per  year  to  a  $20  billion  per  year  industry  over  the  past  ten  years.   Clearly,  the  industry 
has  managed  very  well  to  meet  local  community  needs  while  enhancing  profitability!  In 
fact,  the  industry's  monopoly  profits  in  part  led  to  passage  of  the  1992  Cable  Act,  whose 
rate  reregulation  provisions  apply  only  where  cable  does  not  face  effective  competition. 

Nevertheless:   although  the  monopoly  cable  and  local  telephone  industries 
benefited  in  many  ways  from  the  current  regulatory  framework,  it  is  now  clear  that  this 
framework  is  increasingly  less  relevant  as  cable,  local  telephone,  long  distance,  cellular, 
satellite,  and  computer  industries  converge  and  seek  to  construct  and  compete  in  a  new 
technological  environment  of  broadband,  two-way  services. 

Among  local  governments,  we  recognize  that  the  framework  will  need  to  change. 
Far  from  being  an  obstacle,  we  have  encouraged  change  because  of  our  desire  to 
maximize  consumer  choice,  promote  competition,  enhance  our  communities,  and  ensure 
that  state-of-the  art  communications  technology  reaches  every  citizen,  institution,  and 
business. 

Local  governments  were  among  the  first  to  endorse  telephone  company  entry  into 
the  video  programming  business.   This  position  has  unanimously  been  advocated  by  the 
National  League  of  Cities,  the  U.  S.  Conference  of  Mayors,  my  own  organization 
NATOA,  and  the  National  Association  of  Counties. 

Mr.  Chairman,  we  endorsed  telco  entry  with  a  single  major  caveat:   that  telco 
entrants  using  public  right  of  way  should  be  subject  to  the  same  requirements,  and 
should  occupy  the  same  position,  as  cable  operators  similarly  using  the  right  of  way. 
Only  in  this  way  could  we  promote  competition  and  yet  be  certain  that  community 
benefits  are  realized. 

What  are  these  community  benefits?     What  exactly,  have  we  accomplished 
utilizing  our  franchising  authority?  Here  are  a  few  examples: 

•  a  thriving  local  programming  community  with  rich  coverage  of  community 
news  and  events; 

•  public  access  to  the  cable  system  for  citizens  throughout  our  region; 

•  carriage  of  government  meetings  and  interactive  forums,  ensuring  that 
City,  County,  and  Regional  government  agencies  are  visible  and 
accountable; 

•  live  community  college  telecourses  which  are  essential  for  career  training 
and  decentralized  educational  opportunities; 

•  a  data  network  in  Multnomah  and  Washington  County  which  provides 
critical  communications  paths  for  public  institutions,  and  carries 
important  circuits  such  as  traffic  signals,  metering,  energy  monitoring, 
public  safety  training,  etc. 
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•  a  channel  devoted  to  Black  Community  Programming,  providing  local 
community  news,  information,  and  forums  for  a  community  historically 
underserved  by  local  broadcasters  and  mass  communications; 

•  an  interconnection  between  local  cable  systems  and  the  Oregon  Ed-Net, 
providing  significant  outreach  for  a  statewide  communications  system; 

•  cable  outlets  for  schools,  colleges,  and  government  institutions; 

•  direct  support  for  "East  County  Edition,"  an  award-winning  news  show 
covering  east  Multnomah  County  affairs  on  behalf  of  citizens  many  of 
whose  interests  and  concerns  are  not  covered  by  commercial  broadcast 
television. 

•  assurance  of  the  extension  of  cable  service  to  downtown  residents,  many  of 
them  from  a  variety  of  income  levels; 

•  the  establishment  and  enforcement  of  customer  service  standards  which 
help  assure  that  subscribers  can  expect  a  prompt  response,  good  repairs, 
and  fair  treatment  by  their  cable  company;  and 

•  non-discrimination  in  the  delivery  of  cable  services,  to  ensure  that  no 
neighborhood  or  household  is  unfairly  denied  service. 

More  examples  abound.   Yet  our  concern  is  that,  under  present  infrastructure 
legislation  pending  before  the  Congress,  the  franchising  process  and  our  local  role  is  in 
question.   As  local  governments  pursue  this  issue,  and  present  necessary  amendments, 
we  hope  we  can  continue  to  count  on  your  ear  as  well  as  your  understanding. 

Mr.  Chairman,  the  solution  to  most  local  problems  typically  carries  a 
telecommunications  component.   Communications  systems  are  a  vital  part  of  our  local 
infrastructure — as  critical  as  our  transportation,  sewer  and  water  systems.   Thus, 
preserving  a  local  voice  in  the  deployment  of  telecommunications  systems  is  a  critical 
need  for  us.   The  franchising  process  provides  that  local  voice— provides  us  a  critical 
ability  to  meet  local  needs  and  ensure  citizens  are  served.   We  are  confident  that 
profitable  commercial  uses  of  the  Information  Highway  will  thrive.   We  are  not  so 
confident  that  universal  access  will  be  a  reality,  or  that  non-profit  and  community 
institutions  will  be  served  unless  some  local  oversight  is  maintained. 

We  support  the  development  of  advanced  communications  systems.    We  are 
committed  to  ensuring  that  the  multi-media  and  information  services  opportunities  on 
the  horizon  enhance  local  economies  and  the  personal  lives  of  our  citizens.   We  strongly 
strongly  support  the  development  in  Oregon  of  the  Information  Highway  which  is  the 
subject  of  this  hearing.   We  congratulate  and  applaud  the  planned  system  upgrades 
announced  by  US  West,  TCI,  and  others. 

Amid  the  hoopla,  however,  let  us  remember  the  fundamental  truism  that  all 
communications — like  the  proverbial  phrase  about  all  politics — is  local. 
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Congress  alone  cannot  monitor  and  enforce  small-scale  but  important  commitments  such 
as  "East  County  Edition"  or  Black  Community  Television.   But  we  can. 

The  Federal  Communications  Commission  is  in  no  position  to  make  certain  that  Boise- 
Eliot  School  in  inner  Northeast  Portland  has  an  outlet  to  the  Information  Superhighway 
in  each  classroom.    But  we  are. 

The  Oregon  Public  Utility  Commission  is  not  set  up  to  research  and  determine 
that  a  dedicated  return  feed  from  a  certain  Portland  Neighborhood  Office  is  a 
significant  communications  path  that  should  be  connected  to  the  Information  Highway. 
But  we  are. 

So,  Mr.  Chairman,  we  hope  that  the  forthcoming  national  scheme  of  regulation 
promotes  open  market  entry  and  competition,  but  will  also  preserve  a  local  role.    Some 
steps  are  simple,  for  example:   if  a  Federal-State  Board  is  created,  we  ask  that  local 
governments  also  be  represented.    If  private  competition  flourishes  in  the  public  right  of 
way,  we  ask  that  appropriate  and  consistent  compensation  be  paid  to  the  public.    If  two 
competing  providers  carry  video  to  the  home,  we  ask  that  both  competitors  include  all 
local  cable  community  channels. 

Ultimately,  if  the  Information  Highway  is  committed  to  helping  Oregonians  enjoy  the 
most  advanced  telemedicine,  distance  learning,  and  telecommuting  opportunities,  we  ask 
for  the  simple  opportunity  to  ensure  that  these  commitments  are  kept. 

Thank  you  for  the  opportunity  to  testify  today. 
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